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RELATIONS ACT OF 1947 


By JOHN L. LAsKEY 
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By Committee on Technical Information and Research 
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By SAM HART 
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AND DEPRESSIONS? 


By Harry B. GUTMAN 
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By Roy A. WEHE 











You’d be sure to get the world’s No. 1 
sewing machine. 

But then—to ease the work of the 
person who does the sewing in your 
home—vou undoubtedly have provided 


her with the best! 


You'd be sure to get the Horld’s No. 1 
Typewriter. 

Perhaps you've already made sure 
that your secretarial staff has Royals— 
the most efficient tvpewriters ever de- 


signed! 





If you did the sewing... 


ROYAL~Morta’s No. 1 Typewriter 






Royals click with everyone! 


Popularity! A national survey shows that Royal is the favor- 
ite typewriter among secretaries and typists. Preferred—2 to 
] over any other typewriter! Your typists will do more work, 


better work on machines they prefer to use! 


Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter! Meaning 


higher production per machine! 


Royal durability! These typewriters are really sturdy. Royals 
stand up... spend more time on the job, less time out for 
repairs. With Royal, you get the maximum return for your 


typewriter investment! 
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DITTO SIMPLIFIES ENTIRE ADMINISTRATIVE 
PROCEDURE AT WALES-STRIPPIT CORPORATION 





At Wales-Strippit Corporation nothing is copied or re-written 
that can possibly be mechanically duplicated with Ditto. And 
with good reason. The installation of Ditto Order-Invoice and 
Purchase-Receiving systems saves $4,000 annually for the 
North Tonawanda, New York firm. Wales-Strippit executives 
report that this saving is almost secondary to the complete 
elimination of errors effected by Ditto. By coordinating de- 
partmental activities and eliminating paper work errors, Ditto 
simplifies the entire administrative procedure. Whatever the 
nature or size of your business, you can utilize Ditto, the One- 
Writing Business System, to similar advantage. For details on 
how Wales-Strippit assures accuracy and saves $4,000 yearly 
with Ditto, write today for your copy of Case History No. 4612. 


DITTO, INC., 653 South Oakley Bivd., Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


INVESTIGATE DITTO PAYSET, 
THE MACHINELESS PAYROLL SYSTEM ONE-WRITING 
FOR SMALL BUSINESSES. BUSINESS 
TRADE MARK REG, U, S, PAT. OFF, SYSTEMS 





WRITE FOR SAMPLES. 
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Forty-four vears ago the International 
Accountants Society was incorporated as 
a school of accounting. 

We are proud of our reputation for up-to-date 
instruction ‘which has kept pace with the 
changing times through all these pears. 


Co our many accountant friends whose in- 
fluence and co-operation have been largely re- 
sponsible for the growth and development of 
this institution, we extend sincere appreciation. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


Al Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOTS 
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Introducing This M onde A Meahorr 








John L. Laskey (“Comments on Taft- 
Hartley Labor-Management Relations Act 
of 1947,” page 556) brings to his obser- 
vations in this month’s issue, a varied legal 
background, with perhaps the most signifi- 
cant experience, in view of the subject of 
his paper, being that which he gained dur- 
ing 1939 as principal attorney for the spe- 
cial committee of the House of Representa- 
tives to investigate the National Labor Re- 
lations Board. 

Mr. Laskey’s first direct experience with 
the labor problem, however, came early in 
the thirties, when he served as an ordinary 
seaman and, later, as an able seaman. This 
will be recalled as a turbulent period in the 
ports and on the waterfront, and his first- 
hand observation of the needless violence 
and waste which grew out of that labor un- 
rest gave him a lasting interest in labor re- 
lations law. 

A graduate of 
the University of 
Michigan, Mr. 
Laskey received 
the LL.B. degree 
in 1935 from 
Georgetown 
University, and 
the LL.M. de- 
gree from the 
same institution 
a year later. 
From 1935 until 
1939 he was en- 
gaged in the private practice of law in asso- 
ciation with his father, John E. Laskey. 

Mr. Laskey served as assistant United 
States attorney for the District of Colum- 
bia, from December, 1939, to April, 1943, 
and thereafter, until January, 1945, as 
chief attorney and district enforcement at- 
torney for the District of Columbia Office 
of the Office of Price Administration. In 
1945, he was attorney for the special com- 
mittee of the House of Representatives to 
investigate food shortages. 

Since 1945, he has been a partner in the 
firm of Laskey and Laskey, Washington, 
D. C., which is engaged in the general 
practice of law before the courts of the 
District of Columbia, and before the vari- 
ous federal departments and bureaus. Mr. 
Laskey has been admitted to practice be- 
fore the District Court of the United States 
for the District of Columbia, the United 
States Court of Appeals for the District of 
Columbia, the Supreme Court of the 
United States, as well as circuit and appel- 
late courts of the state of Maryland. 

For a decade beginning in 1937, he has 
served as professor of law at Washington 
College of Law. 

During his ‘‘off-hours,’’ he divides his 
attention and intérests between his raising 
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two sons and two daughters and a variety 
of hobbies including squash rackets, skeet, 
and gardening. 


Sam Hart 
(‘Inventory 
Control of Of- 
fice Forms,” page 
562) has been 
associated with 
R. R. Donnelley 
and Sons Co., of 
Chicago, in a 
sales engineer- 
ing capacity for 
over a decade. 
During this pe- 
riod the system discussed in his article has 
been refined to the point that, in the au- 
thor’s words, “it can be changed easily to 
fit the needs of any type of business.” 

Mr. Hart, who characteristically terms 
his biographical information a “‘salesbiog- 
raphy,” is a native of the southwest who 
has been in the salesmanship and sales 
management fields since high school days. 
He has ‘“‘sold everything from paper bags 
to fire crackers, from gas heaters to roofing 
materials,” and he has “taken dead terri- 
tories and made them hum with new busi- 
ness.” Mr. Hart also operated his own busi- 
ness, for a period of years, thereby giving 
an added perspective not only on sales- 
manship but also on the problem of office 
forms which he considers in our pages this 
month. 

A “constant reader, spending at least 
two hours each day reading current litera- 
ture,” he is active with a number of other 
hobbies such as gardening, hand book- 
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binding, cabinet work, and “occasionally 
when I see an odd. recipe in some maga- 
zine, I turn my hand at cooking.” 


The by-line of Harry B. Gutman (“How 
Can Management Cope with Crises and 
Depressions ?,”” page 565) has appeared 
in “The Con- 
troller” on pre- 
vious occasions, 
most recently in 
June, 1945, in 
connection with 
an article on 
“Simplifications 
in Cost Account- 
ing Procedure.” 
Previously he 
had written, for 
our readers, on 
a variety of sub- 
jects including incentive taxation, price 
control based upon proportional cost, 
profit analysis, and streamlined methods 
of hand-written bookkeeping. 

A certified public accountant, who came 
to this country from Vienna, Austria, in 
October, 1938, Mr. Gutman has a deep in- 
terest in historical research work, as an 
economist and accountant. He is a partner 
in Harry B. Gutman Associates, manage- 
ment consultants, New York, and in 
Greenspan & Gutman, certified public ac- 
countants. He has lectured here and 
abroad in various colleges, on economic 
and historical topics, in this country chiefly 
at St. Bonaventure, St. Bonaventure, New 
York. The results of Mr. Gutman’s re- 
search have been published in the “‘Jour- 
nal of the History of Ideas,’’ and the 
“Franciscan Studies,’ St. Bonaventure, 
New York, the latter continuing to pub- 
lish his series of papers, which began in 
1942 with the study published in the 
“Journal” mentioned above. 
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Forthcoming Features in “The Controller” 


| INTEGRATION OF STANDARD COST AND 
| MATERIAL CONTROL 
By R. G. SAPPENFIELD 


| “REPAIR OR REPLACE” INSURANCE 
| By MARSHALL B. DALTON 


BUDGETARY CONTROL 
By Dr. C. L. BuRRILL 


| JOB EVALUATION 
| By CarRL B. MASTERS 


| TWELVE RULES FOR “TEAMWORK” 

| By JOHN R. HOWLAND 

| CONTROLLING LABOR COSTS THROUGH 
| PERSONNEL BUDGETING | 
By F. D. WALLACE | 
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For Tustauce.,. 


Uarco Multi-Fold Carbon-set Continuous 
Strip Forms produce 2 to 15 copies to the 
set. Sets are folded neatly together in 
handy packs—perfectly aligned, carbon- 
inserted, and consecutively numbered— 
ideal for continuous feeding into type- 
writers or any business machine. 





SINGLE SET FORMS 





DO YOU MAKE PAPE 





FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 


— 
<5 
— , 
= \ 
SSS SOY * 
Se ye 


... OR JUST MAKE PAPERWORK? 





That depends on your business 
forms. If they’re the kind that enable 
you to make one set of forms do 
many jobs—or if you write several 
forms in one writing—then paper is 
working for you. Otherwise, you’re 
just paying for needless paperwork. 

Your Uarco representative knows 
how to combine business forms so 
that one form serves many depart- 
ments. One writing can produce as 
many as 20 copies, neatly pre- 
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assembled to save time and bother. 
You don’t waste money writing 
individual copies! 

Call in your Uarco representative. 
He’ll make a complete survey at no 
cost to you—and that’s far better 
than taking your own time or that 
of another executive. UARCO IN- 
CORPORATED, Chicago, IIl.; Cleve- 
land, Ohio; Oakland, Calif.; Deep 
River, Conn, Offices in All Principal 
Cities. 


INCORPORATED 





AUTOGRAPHIC REGISTERS 
AND REGISTER FORMS 
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Edttortal Comment 


Will Business Managements Respond? 


s i HE latest report issued by the Controllership Foun- 
dation, made public on October 2, is entitled 
“Whose Corporations Are They ?” It quotes some start- 
ling conclusions concerning the public’s misinforma- 
tion and lack of information with respect to ownership 
of the country’s large business concerns, and puts the 
task of correcting these misapprehensions squarely on 
the fiscal officers, controllers and all other persons con- 
cerned with business management. The public needs 
truthful information about ownership of American 
business enterprise, particularly about ownership of big 
business, the report points out, adding that it is incum- 
bent on business to supply it. 

The survey was made by the Psychological Corpora- 
tion under a grant of funds made by the Controllership 
Foundation. 

Most people in the United States entertain mistaken 
ideas about the ownership of big corporations. Eight of 
ten persons, the report indicates, possess no knowledge 
on this score, and almost a third believe that a handful 
of tycoons own most of the corporations in America. 

Daniel J. Hennessy, President of the Foundation, says 
that “‘the report proves that the average citizen fails to 
realize that Main Street, rather than Wall Street, owns 
our corporations, not the ‘economic royalists’ or the ‘in- 
ternational bankers.’ ”’ 

“Because the average citizen is not aware of this wide- 
spread ownership of American corporations by small 
stockholders,” says Mr. Hennessy, ‘economic fakers can 
readily mislead him about ‘enormous profits’ and 
‘greedy capitalists.’ The public needs truthful informa- 
tion about the ownership of American business enter- 
prise.” 

“Fewer than half of the people questioned in the na- 
tionwide survey believe that the owners of big corpora- 
tions are ordinary people who have spare money to 
invest, and forty per cent. of them think that terms like 
‘big business men,’ ‘capitalists’ or ‘bankers’ describe cor- 
poration owners better than does the term ‘stockhold- 
ers. 

“Seven out of ten people say they think well of per- 
sons who own big corporations,” the report declares. 
“Twenty-nine per cent. think they are thrifty; 27 per 
cent. think they are hard workers; 18 per cent. say ‘all 
they think of is how much money they can make’; 15 per 
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cent. think ‘the owners are mostly millionaires’; 11 per 
cent. think ‘the owners are greedy, selfish people who 
are out for power’; and 9 per cent. think ‘they are so- 
ciety people who spend their winters in warm places 
and their summers in cool places.’ 

“Persons in the higher income brackets say they have 
given more thought to—and appear to be better in- 
formed on—corporation ownership than people in the 
lower brackets, as would be expected. Men appear to be 
better informed than women; at least, men have 
thought more about the subject than have women. 
Stockholders appear to be better informed than non- 
stockholders. However, even the best informed and the 
most interested groups readily admit ignorance on the 
subject. 

“A special analysis was made of the ten per cent. who 
frankly say they do not think so well of the owners of 
big corporations. Four out of ten persons in the antag- 
Onistic group say the owners are ‘mostly millionaires, 
although only between one and two in ten in the total 
sample say this. Only one in ten of the antagonistic 
group thinks big corporations are owned by the general 
public, as contrasted with about 50 per cent. in the to- 
tal sample.” 

The opportunity to aid in correcting these misunder- 
standings confronts business. It is going to be a long, 
hard, uphill job, but business should tackle it intelli- 
gently. 


Another Voice To Be Heard 


apes body, or what individuals, constitute the 
final authority in the United States in accounting 
matters? A simple question, but one which has not been 
answered. 

Is it the courts? Is it the pronunciamentos of govern- 
mental agencies? Is it the public accounting profession? 
Is it the everyday practices of businesses which have 
been found to be trustworthy, sound, and workable? Is 
it a compilation of theories? Or is it a combination of all 
these? 

The question goes to the very heart of business—for 
accounting can make or break business concerns, ac 
cording to whether it is sound and practical, or theo- 
retical and distorted. 
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Before the controllers of business concerns in this 
country organized, and provided a mouthpiece for 
themselves, there was no possibility of making known, 
except in sporadic fashion, the views and opinions of 
the controllers and of their accountants who record and 
report the transactions of business entities—the men on 
the accounting firing line. Now, through the Control- 
lers Institute of America, they have the opportunity to 
raise their voices in such matters, and they should do so 
effectively. They have not made full use as yet of that 
opportunity, but indications are that they will do so in- 
creasingly. 

An example of their failure to raise their voices is 
found in their reticence with respect to the accounting 
bulletins put out by the American Institute of Account- 
ants. These bulletins represent for the most part the 
thinking of public accountants, who neglect the oppor- 
tunity which has been offered them to obtain the opin- 
ions of controllers with respect to the points and sub- 
jects under discussion. 

It is to be regretted. Chairman Daniel M. Sheehan of 
the Controllers Institute’s Committee on Consideration 
of Mutual Problems with the American Institute of Ac- 
countants, feels that something should be done about it, 
and is proposing that his committee undertake to make 
and publish comments on the American Institute’s ac- 
counting bulletins. Some of these comments, he says, 
will indicate agreement with the bulletins; others will 
enumerate points with which the controllers are not in 
agreement. The first of such comments will appear in 
the December issue of this publication. 

“Controllers have under their jurisdiction the finan- 
cial and accounting phases of business,” says Mr. Shee- 
han. ‘“They are expected to keep management straight 
in all matters of a financial and accounting nature. It 
therefore follows that they should be consulted before 
any pronouncements on accounting matters affecting 
business are issued. 

“Many of the bulletins of the American Institute of 
Accountants do not consider the practical business as- 
pects of accounting problems. They reflect the lack of 
experience of independent public accountants in deal- 
ing with these problems. This is no criticism of our 
American Institute friends, for as consultants they are 
not expected to know the business details of these prob- 
lems. 

“We have proposed from time to time that they con- 
fer with us on these bulletins so that our Institute can 
furnish the actual experience with these problems of 
business. Cooperation along these lines has been negli- 
gible.” 

Mr. Sheehan then announces that his committee will 
make its comments on the bulletins. Further, he sug- 
gests that plans be made by the Controllers Institute to 
provide research facilities which would be the source of 
data which it should publish. Such material would be 
useful to controllers and to various committees of their 
Institute. 

In other words, whatever or whoever may hope to be 
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regarded as the final authority in accounting matters, 
even though accounting is not an exact science, may 
count on hearing another voice. 


Keeping up with Price Advances and Accelerated De precia- 
. tion 
| Seceeamangnen and accounting officers of business 
concerns are having to do some close figuring these 
days, because of the rapid advances in prices of ma- 
terials, because of increased replacement costs for 
equipment, and because of rapid depreciation of equip- 
ment. 

Making unusually large charges for depreciation is 
one way companies have of trying to keep their finan- 
cial houses and their physical plants in order. The 
Revenue Bureau will allow non-taxable deductions for 
depreciation at specified rates on original cost of equip- 
ment, but not on replacement cost, which is high these 
days. Prudent managements make provision for re- 
placing worn out equipment, even though much of the 
depreciation charge is not deductible in figuring tax 
liabilities. Real income and taxable income hardly ever 
meet. They are not on speaking terms. 

Companies which used up materials which were 
stocked at prices much lower than those of today were 
able to show good profits in the second quarter. Now 
they must increase prices of their products, made or to 
be made from higher priced materials. The inventory 
problem in itself is serious, and complex. 

These fluctuations, and the wide extremes between 
prices of only a few months ago and those of today, 
are keeping managements and controllers on almost a 
twenty-four hour watch. They sometimes wonder 
whether the war is really over, and cannot believe that 
these actually are peace times. 


Three Y ears as Professional Controller 


REPORT has come to this office from Mr. J. R. 
Hoffman of Harrisburg, Pennsylvania, to the 
effect that during the past three years he has been en- 
gaged in what may be termed professional controller- 
ship work. He has been serving nine concerns regu 
larly, and several others at irregular intervals, as a 
professional controller. He writes that the services 
which he has performed for these companies have just 
about covered the field of controllership duties as de- 
fined by the Controllers Institute of America. 

Since the announcement was first made that Mr. 
Hoffman was putting out his shingle as a professional 
Controller, several others have gone into that field. 
It is indeed an interesting development. 


Annual Conclave of Controllers 


A these lines were being written, controllers of busi- 
ness concerns were assembling in Chicago for their 
annual national conclave—their sixteenth. One glance 
at the program shows that this is one of the most im- 
portant meetings, from the point of view of number 
and breadth of subjects to be considered, in the history 
of controllership. —A.R. T. 








Comments on Taft-Hartley Labor-Management 
Relations Act of 1947 


The following observations were pre- 
sented by Mr. Laskey, practicing attorney, 
District of Columbia, and partner of 
Laskey and Laskey, before the Septem- 
ber 10 meeting of the Baltimore Control 
of the Controllers Institute. Because of 
the wide-spread interest in this new law, 
Mr. Laskey’s comments on various of its 
provisions will prove valuable to corpo- 
rate controllers. 

—THE EDITORS 


Before undertaking a discussion of the 
details of this Act, it is proper to consider 
the broad aspects of the law and the un- 
derlying political, economic and social 
conditions which necessarily affect its ap- 
plication to present conditions. 

Turning first to certain generalities 
which are frequently heard in connection 
with it and which, like most generalities, 
ate both pertinent and misleading: 

First, passage of this Act or any other 
Act will not in and of itself bring indus- 
trial peace. There is a tendency among 
Americans in general, and among Amer- 
ican legislators in particular, to become 
increasingly disturbed by an existing situ- 
ation and, by their agitation, to drive 
themselves to the point of passing a law. 
With the pious feeling of an unpleasant 
job accomplished, the law is forgotten 
and the situation left largely undisturbed 
and unchanged. That attitude may be true 
with regard to some who have been in- 
terested in and instrumental in the pass- 
age of the present Act. 

However, the history of this Act and 
the continuing interest of those who are 
responsible for it and affected by it indi- 
cate that there will be sustained interest 
and activity by a responsible group. Also 
it is true that laws passed by as substan- 
tial a majority, as was this one, are more 
than an addition to the volumes of gov- 
ernment statutes. They are significant ex- 
pressions of public opinion which are en- 
titled to and will receive serious consid- 
eration by those immediately affected, by 
the Act’s administrators and by the 
courts. 

You have frequently heard and will 
frequently hear this Act referred to as a 
slave-labor bill. That it is not considered 
so by those who allegedly would be en- 
slaved, in spite of the anguished cries of 
certain labor leaders, is illustrated in a 
recent poll conducted by the Opinion Re- 
search Corporation. This poll uncovered 
a strange paradox. Conducted among em- 
ployees it elicited the response that 54 
per cent. of those questioned and 64 per 
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cent. of union members disapproved of 
the law. However, with a single excep- 
tion, even a majority of union members 
favored every outstanding individual fea- 
ture. 

As to the individual features, the 
“box”’ at the bottom of this page shows 
the results. 

So much attention has been devoted 
in discussion of the changes to the Wag- 
ner Act, to the increased rights of man- 
agement, and to the establishment of cer- 
tain unfair labor practices by unions that 
one is apt to overlook the fact that this 
Act, as the Wagner Act, has as one of 
its cardinal purposes and objectives the 
protection and preservation of the right 
of labor to organize and to take joint 
action. Do not deceive yourself. Collec- 
tive bargaining is here to stay. Whether 
you approve or disapprove, it will con- 
tinue as one of the outstanding features 
of labor-management relations and, if al- 
lowed to develop fairly and freely within 
its legitimate spheres, may provide the 
cornerstone for industrial peace. 

There are certain political aspects which 
are of interest in consideration of the 
present legislation. It is significant that 
the labor movement in this country has 
not identified itself with a particular 
political philosophy, nor has it become 
of national importance as a political en- 
tity. By-this I do not mean that the unions 
have not been active in politics or have 
not been a force in certain elections, but 
I mean rather that the primary objective 
of the trade union or labor movement 
has been economic rather than political. 
Labor has been concerned with advancing 
the economic position of the laborer 
within the capitalistic or democratic sys- 
tem rather than through the enforced 
imposition of some different political phi- 
losophy as has been the case in England 
and Sweden. 

I think there is today general recog- 


nition that the advancement of the eco- 
nomic condition of those who are classed 
as employees is a legitimate function of 
the union. 

It is quite possible that the wide dif- 
ferences in structure, management and 
administration which exist among the 
large unions and union groups have con- 
tributed to the failure of the labor group 
in this country to formulate and _pro- 
pound a distinct political philosophy as 
an objective of trade unionism. If this 
is true then it must also be true that one 
outstanding danger in too restrictive labor 
legislation or too anti-union administra- 
tion of labor law is the danger of forcing 
a political coalition of the various labor 
groups who might seek to promote their 
economic advancement through the impo- 
sition of new political philosophies. 


ANTI-COMMUNIST PROVISIONS 


In addition to these rather general 
political aspects of the legislation there 
ate two specific political aspects: 

(1) The anti-communist provisions. 

The bill strikes a direct and what we 
may hope to be a telling blow at com- 
munism in its requirements as to the 
filing of loyalty affidavits and also to 
some extent in the provisions requiring 
the filing of financial information and 
the organizational structure of the union. 
Like most foul things communism flour- 
ishes best in the dark. Any measure which 
is successful in driving it into the open 
must inevitably contribute to stamping it 
out. It is also specifically provided that 
the political contributions and expendi- 
tures by labor unions as well as by cor- 
porations are to be included within the 
prohibitions of the Corrupt Practices Act. 
It does not seem strange to view our more 
successful and prosperous unions in the 
same light as our more successful and 
prosperous corporations. If the one is 
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| Favor law to— 
Require 60-day cooling-off period 
Allow companies to sue unions 


Require union financial reports 
Prohibit Communist union leaders 


Outlaw closed shop 





Allow freedom of speech for employers 


Prohibit union political contributions 
Allow checkoff only with worker’s consent 
Allow union shop only with majority vote 


Delay strikes in public-service industries 


All Union 
Employees Members | 
78% 70% 
77% 70% 
69% 61% 
86% 85% 
76% 77% 
56% 50% 
68% 74% 
79% 77% 
60% 48% 
78% 70% 
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prohibited from political contribution and 
expenditure, is it unreasonable to pre- 
clude the other? The present attack upon 
this provision shows the familiar pattern 
of seeking to distort the simple provisions 
of the law by a tortured construction and 
by then directing an attack against the 
constitutionality of the strained and dis- 
torted construction. We can simply hope 
that such type of an attack will not be 
successful. 

Turning now to the provisions of the 
bill as it directly operates upon the labor- 
management relationship, I would like to 
discuss those features which are the more 
important and outstanding. In the first 
place the significance of the title, the 
statement of policy and the statement of 
findings which precede the detailed enact- 
ments should not be minimized. When it 
is considered, as heretofore alluded to, 
that a law is more than an addition to 
the compiled statutes, but is an expres- 
sion of public opinion and a formulation 
of public policy, we can take encourage- 
ment in the fact that this legislation seeks 
to give a fairly weighted importance to 
the position of the public, the employee, 
the employer and the labor organization. 
The approach here is not that of class 
legislation. It is an approach designed 
to formulate a public policy giving due 
recognition to the rights of each faction 
in the field. 


IMPROVED ADMINISTRATION 


While the second feature may appear 
to be primarily for the benefit of the law- 
yet, I feel that, even with a conscious 
effort in obtaining as much objectivity 
as an advocate can, the changes in the 
administrative structure of the board, the 
procedural reforms, the legitimization of 
the rules of evidence and the additions 
given to the scope of judicial review are 
outstanding contributions to improved ad- 
ministration of labor law and, through 
improved administration, are equally out- 
standing contributions to industrial re- 
lations. To one trained initially in prac- 
tice before the courts where the strict 
separation between prosecutor, litigant, 
and judiciary has been an ideal with a 
great deal of practical realization, it was 
a distinct shock to observe a labor board 
trial examiner, sitting during the day as 
judge in labor relations cases, leave his 
bench to join with the labor board Re- 
gional Attorney, who during the day had 
served as prosecutor before this examiner 
and join with the union attorney and 
union representative, complaining witness 
and counsel during the day’s hearing for 
the return trip to the hotel, where all 
were quartered, for a free dinner and a 
social evening, following which they 
would on the morrow return to the exer- 
cise of their separate functions. 

The separation of the function of ad- 


The Controller, November, 1947 


vocacy from the function of impartial 
judgment is so firmly rooted in our sys- 
tem of jurisprudence that to deny its 
soundness is to deny the wisdom of our 
greatest jurists and statesmen. To deny 
it in the name of administrative efficiency 
is bureaucratic sophistry. It is unfortunate 
that an Act of Congress has been neces- 
sary to secure this separation of function. 

There has been some criticism of the 
extremity of separation between the func- 
tions of the General Counsel of the Na- 
tional Labor Relations Board and the 
functions of the Board itself. That criti- 
cism takes its most plausible form in the 
mouths of those who contrast present 
Board structure with that of the custom- 
aty executive bureau which performs no 
judicial functions. The general counsel of 
a corporation should be and ordinarily is 
subject to the control and direction of 
the responsible heads of the corporation. 
The same thing is true with respect to the 
general counsel of a federal department 
or bureau having purely administrative 
and executive functions, but to criticize 
the present separation of function be- 
tween the General Counsel for the Na- 
tional Labor Relations Board and the 
Board itself is the result of either an 
ignorant or deliberate failure to distin- 
guish the functions involved. To require 
that our federal or state prosecuting at- 
torneys should be subject to supervision, 
control and discipline of the judges be- 
fore whom they appear would be to rob 
them of their independence and their 
effectiveness. Separation of their func- 
tions is accepted and respected. Such a 
separation should likewise be respected 
and accepted under any statute which re- 
quires the preferring of charges and the 
prosecution of complaints before a body 
expected to resolve the issues in an im- 
partial manner. 

The present Act brings a salutary 
change in the structure of the Board by 
insuring its general counsel a measure of 
independence and by protecting him from 
subordination to the body before whom 
he must act as advocate. It is also refresh- 
ing to note the present insistence upon 
true appellate review of the trial ex- 
aminer’s report and opinion by the Board. 
Gone is the review section with its eco- 
nomic theories to be applied regardless of 
the evidence in a particular case. Equally 
pleasing is the requirement that findings 
and orders by Trial Examiners and Board 
must be supported by substantial evi- 
dence considering the record as a whole. 
Considering this together with the rein- 
carnation of the rules of evidence it ap- 
pears that a long stride toward returning 
to our traditional methods of deciding 
disputed issues has been taken. 

In setting out in section 8(a) what 
constitutes unfair labor practices, the 
present Act precludes employers from that 
conduct previously considered unfair 





| 
Full details of the Sixteenth An- | 
nual Meeting of the Controllers In- | 
stitute will be published in the De- | 
cember issue of “The Controller,” | 
since the publication dates for the | 
current issue coincided with the | 
dates of the Annual Meeting, which 
was held in Chicago, October 19- 
22, 1947. 











under the Wagner Act. By other pro- 
visions elsewhere, however, four out of 
the five unfair employer practices are 
modified. It goes on, however, to make 
one of its most distinct and revolutionary 
contributions to the new approach to the 
subject of labor-management relations by 
adding certain practices defined to be un- 
fair on the part of labor organizations. 
Thus it is now set out that it is an unfair 
practice for a labor organization to re- 
strain or coerce employees in the exercise 
of their rights, to restrain or coerce an 
employer in selecting an agent for col- 
lective bargaining or grievances, to cause 
an employer to discriminate against an 
employee, to refuse to bargain collectively, 
to engage in secondary boycott or jurisdic- 
tional strike, or to require the so-called 
feather-bedding. 

In addition to making the secondary 
boycott or jurisdictional strike an unfair 
labor practice, the Act subjects the labor 
organization which promotes such strike 
or boycott to suit for damages. This li- 
ability is one which cannot be entirely 
avoided by a no-suit clause in the collec- 
tive bargaining contract, since in the ma- 
jority of instances the person damaged 
by the jurisdictional strike or the second- 
aty boycott will be a person having no 
contractual relations with the union and 
consequently not subject to the inhibitions 
of the collective bargaining contract. 


CLOSED SHOPS 


There has been much debate on the 
question of the closed shop and of the 
union shop. The present law outlaws the 
closed shop contract (but not the closed 
shop practice) and permits the union 
shop under certain limitations. Closed 
shop contracts are prohibited from this 
point forward. Those in effect, however, 
prior to the enactment of the law may 
continue to be effective until the expira- 
tion of the contract or until any substan- 
tial change in the contract which might 
be considered a renewal thereof. Those 
closed shop contracts entered into subse- 
quent to the enactment of the law but 
prior to the effective date may continue 
in effect until the expiration of the con- 
tract or until one year from the effective 
date of the law, whichever occurs first. 

While the closed shop contract is pro- 
hibited there is nothing in the law which 
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prohibits a closed shop practice where a 
union is strong enough to effect such 
practice without reliance upon the Na- 
tional Labor Relations Board or where 
a union so controls the available source 
of the labor supply through hiring hall 
or otherwise so as to make such practice 
effective. Where the union and employer 
functions are subject to board review or 
board action the closed shop is outlawed 
and the union shop is permitted only 
under certain restrictions. 


UNION SHOPS 


In order to have a union shop, first, 
the union seeking it must be certified as 
a bargaining representative for the par- 
ticular unit to be affected. Secondly, a 
majority of the employees in the unit 
affected must in secret ballot vote to au- 
thorize the union to enter into the union 
shop contract. These successive votes, 
however, do not require an employer to 
enter into such a contract. In the absence 
of a construction construing his refusal 
to enter into such a contract as a refusal 
to bargain in good faith an employer is 
under no compulsion other than that 
which the union, independently of the 
labor board, may bring to bear to enter 
into a union shop contract. Having en- 
tered into such a contract he is not obli- 
gated to discharge employees if the union 
discriminates against such employees for 
admission to membership or expel such 
employees for any reason other than non- 
payment of dues. 

After much vacillation it has finally 
been determined that supervisors or fore- 
men are correctly classified with manage- 
ment. As such they are not considered to 
be employees within the purview of the 
Act. They are free to organize in a sep- 
arate unaffiliated union, but their union 
activity may be prescribed up to and in- 
cluding the point of firing for union 
activity. Guards, while considered em- 
ployees under the Act, may not be 
lumped in a bargaining unit with pro- 
duction employees. Professional workers 
may only be grouped with other em- 
ployees if such professional workers elect 
to do so by a majority of those entitled 
to vote. One of the more significant at- 
tempts to fix union responsibility is il- 
lustrated in that portion of the Act which 
provides for suits against labor organiza- 
tions by employers or by those employees 
which the labor organization purports to 
represent. The current outbreak of ‘‘no- 
suit clauses” in contracts by no means 
nullifies this provision of the law. In the 
first place the inclusion of such a clause 
in the contract, even though not held to 
be contrary to public policy, must be a 
voluntary act on the part of management 
for which a guid pro quo may be ex- 
acted. Furthermore, those who might be 
injured by unfair practices on the part of 
a labor organization might very well be 





Taxes vs. Incentive 


I think the general truth is, from 
| the point of view of the money 
mechanics involved, that taxes be- 
ing taken by the Government, and 
by the Government paid out, are re- 
turned to the market and the equi- 
librium between money coming to 
market and goods coming to market 
is maintained. Taxes shift the capac- 
ity to buy things from taxpayers to 
the recipients of Government dis- 
bursements, but in and by them- 
selves taxes are neither inflationary 
nor deflationary. Tax consequences 
to the community are more to be 
sought in terms of their influence 
upon incentives to produce than 
upon prices. 

The confusion between tax policy 
and price changes comes about 
when Government expenditures are 
financed out of deficits which are 
covered by the modern equivalent 
of printing money. It is the root of 
our present price inflation. If we are 
afraid of inflation, the place to cure 
it 15 at its source. That source is the 
persistent practice of an easy money 
| policy by which not only the Gov- 
| ernment, but also private borrowers, 
| are enabled virtually at will to have 
_ new deposits created by commercial 
banks—de posits to be spent in mar- 
kets which are flooded with the ac- 
cumulated results of previous per- 
sistent practice of easy money poli- 
cies. 

I think the Congress has an his- 
toric opportunity, an opportunity 
which may not last long or recur 
soon. It is to take advantage of the 
present period of replacement de- 
mand for goods to free, through 
tax revision, the profit incentive to 
produce, and substitute it for the 
printing and spending of money as 
the guiding principle in our econ- 
omy. I think it important that this | 
be done because the record of his- 
tory is strewn with the disasters 
which sooner or later result from 
relying on printing money as a 
means of maintaining production 
and employment. | 

E. M. Voorhees, 


Chairman, Finance Committee, 
United States Steel Corporation 


| 
| 








| 





those having no contractual relationships 
with the union and consequently not sus- 
ceptible to exclusion by a no-suit contrac- 
tual provision. For example, employees 
injured by union activity or other em- 
ployers subjected to jurisdictional or sec- 
ondary boycott strikes. 

The Act sets up two systems of cool- 
ing-off periods for application, first in 
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the ordinary circumstances and, secondly, 
in circumstances involving the national 
health or safety. Save in those circum. 
stances involving national health o, 
safety, compulsion is avoided and the 
only requirement is a 60-day notice be. 
fore termination of a contract during 
which the parties are required to bargain 
together in good faith. If after thirty 
days results are negative the new separate 
conciliation division is to be notified and, 
in effect, invited to participate. Compul- 
sory arbitration is avoided. The legisla. 
tive provisions here are merely persuasive 
and not compulsory. 

In those situations involving the na- 
tional health and safety, however, strikes 
may be enjoined for a period of 80 days, 
this 80 days presumably being in addi- 
tion to the 60-day period previously al- 
luded to during which time the full force 
of the Government Conciliation and Me- 
diation service, as well as the force of 
public opinion may be brought to bear. 
There are other situations under the law 
in which the injunction may be utilized 
without regard to the provisions of the 
Norris-LaGuardia Act. Those citcum- 
stances involve the secondary boycott, 
jurisdictional strike, the strike against 
Board certification, and the wildcat strike. 
A safeguard against the so-called abuses 
of government by injunction is sought 
to be provided by the requirement that 
such injunctions may only be issued upon 
application by the board rather than by 
individual or management application. 

The Act goes to some pains to provide 
for the right of free speech by employers 
and to preserve the historical function 
of management to fire for cause. In my 
opinion these two provisions are worthy 
of careful consideration by those involved 
in day to day labor-management rela- 
tions. The right to sincerely and con- 
vincingly argue one’s particular persuasion 
can be effective and productive, affirma- 
tively as well as defensively, where one 
is faced with misstatement and mislead- 
ing propaganda. 

The right to fire for cause makes it 
imperative to have predetermined and 
reasonable shop or company rules prop- 
erly promulgated. Such rules, if reason- 
ably complete, may well provide an ade- 
quate background to support a discharge 
which might otherwise be held to be a 
discharge for union activity. 

There are other important provisions 
of this Act which space precludes men- 
tioning. Future construction may change 
what now appears to be the plain ia- 
tent of the legislation. The Act is de 
signed to restore balance in what is con- 
sidered to be an unbalanced situation. The 
effort in restoring such balance operates 
temporarily as a disturbing influence. It 
would seem advisable to give the scales 
a chance to settle before seeking to test 
their measure. 
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Accounting Treatment of Factory Costs 
and Capital Assets 


A Survey by the Committee on Technical Information and Research, Controllers Institute of America 


In the Annual Report of the Commit- 
tee on Technical Information and Re- 
search, which was sent to members of 
The Institute last month by Mr. H. P. 
Buetow, chairman, reference was made to 
a study involving the following ques- 
tions: 


I. Survey of general and factory account- 
ing costs to determine the average percentage 
of net sales which is expended for general 
and factory accounting costs, excluding the 
actual cost of timekeeping in the plant. 

II. Accounting treatment of capital assets 
covered by certificates of necessity, either 
partially or completely amortized. 


The points covered in Question I were 
originally brought to our attention by the 
controller of a large machine tool manu- 
facturing plant in Cleveland. Because the 
problem raised undoubtedly will be of 
wide interest to controllers, his entire let- 
ter covering Question I is reproduced be- 
low: 


“We have comparatively recently depart- 
mentalized our entire organization, including 
the administrative functions of the company. 
In connection therewith we have developed 
certain data indicating the cost of the account- 
ing functions of the business, and have made 
certain comparisons with net sales. In this con- 
nection, top management of the company has 
propounded a question to us which we have 
been unable to answer and which we, in turn, 
have unsuccessfully passed on to the secretary 
of the local Control of the Controllers Insti- 
tute and the local heads of the National Asso- 
ciation of Cost Accountants. 

"The question is this: What is the average 
percentage of net sales which is expended by 
companies such as curs for general and factory 
accounting costs? We are manufacturers of 
metal products, primarily a machine shop, 
using forgings, bar stock, tubing, of steel, alu- 
minum, and brass. We are in a rather highly 
competitive market although devoted very 
largely to war business at the present time. 

"It occurs to us that you may have assembled 
Some data along the indicated lines or, if you 
have not done so, that you might be interested 
in compiling this information for general dis- 
Semination. 

"In order that the figures may be properly 
comparable, we should like to suggest that the 
actual cost of timekeeping in the plant be ex- 
tluded from the figures submitted. 

"Would you please advise us as to whether 
you have the desired information available, or 
whether you feel that the results are of suff- 
ciently general interest as to warrant your 
undertaking a survey. 

“For your information, and as the start of 
the compilation, | might say that this com- 
pany’s ratio for the first four months of its 
current ‘fiscal year is 1.56 per cent.” 


In addition, the Committee was asked 
to consider studies of general interest to 
controllers involving Question II. Several 


suggestions on these studies were received 
such as: 


1. Showing the item on the balance sheet at 
appraised values with an offsetting credit to 
capital surplus. 

2. Maintaining memo records with paren- 
thetical explanations on the annual reports to 
show (a) true cost of production by including 
depreciation attributable to such assets and (b) 
proper proportion. of expense and tax savings 
allocable to each year based on normal de- 
preciation. 


The above methods of treatment were 
intended only as suggestions and as a 
guide to those who were asked the ques- 
tion. 

Many replies were received on both 
Questions I and II, and are included in 
this resumé. 

A large manufacturer of pharmaceuti- 
cals replied as follows: 


“Question I—We have no data readily avail- 
able on the relationship of general and factory 
accounting costs to sales. Some years ago we 
attempted to assemble such information, but 
ran into a variety of questions as to what items 
should be included or excluded from the ‘Cost 
of general and factory accounting.” What we 
were searching for was a figure which would 
represent the cost of management information, 
as distinct from the routine costs incident to 
regular operations, such as order and billing, 
accounts receivable, pay roll accounting, etc. 
However, we found it very difficult to make 
this distinction in all cases. For example, in the 
Order & Billing Department, a certain number 
of extra copies of invoices are made for statisti- 
cal analyses and for keeping inventory records, 
and in some cases these extra copies make it 
necessary to adopt a different and more expen- 
sive type of equipment than would be needed 
for the regular routine operation. Another ex- 
ample is found in the Pay Roll Department 
where it is almost impossible to segregate the 
cost of information as distinct from the routine 
cost of operation. 

“I do not mean to say that it is not possible 
to obtain information of this kind which might 
be useful for comparative purposes; however, 
I think that before any figures which might be 
obtained from different companies could safely 
be compared, it would be necessary to define 
much more exactly the nature of the operations 
which should be included in the study. 

“Question Il—Since ‘emergency facilities’ 
are a relatively small part of our total plant 
assets, only about 3 per cent, this question is 
not as important with us as with a great many 
companies. We are not proposing to make any 
special adjustment in our balance sheet, but 
will simply show the assets included in the 
gross plant account at their cost and the 
amortization written off in the depreciation 
reserve. We expect to charge depreciation on 
these assets into our manufacturing costs, using 
our regular depreciation rates, except where 
some special adjustment is necessary because of 
obsolescence or unsuitability of the equipment. 
Since the assets will be almost completely 
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written off on the books, the amount of de- 
preciation charged into manufacturing costs 
will be credited to a special adjustment ac- 
count which will be applied to reduce ‘cost of 
sales’ in the financial statements. We do not 
plan to make any segregation of this special 
adjustment or the federal taxes applicable to it. 

“I can readily understand how other com- 
panies with which this question is of more im- 
portance than it is with us might want to 
consider special handling in the balance sheet 
and profit and loss statement.” 


Another reply stated: 


“Question 1: Answer: My company is a serv- 
ice company, supplying various professional 
services to public utility companies. These serv- 
ices are rendered at cost to the companies, 
pursuant to the requirements of the Public 
Utility Holding Company Act of 1935. Ac- 
cordingly, I would have no answer to the ques- 
tion propounded by the inquirer, nor would I 
be able to secure an answer from the com- 
panies which we service because utility opera- 
tions are not comparable and would not pro- 
vide a basis for any information of value in 
connection with this question. 

“Question II: Answer: T have not given any 
thought to the accounting in question in so far 
as industrial enterprise is concerned. However, 
I have had to meet this situation in utility 
enterprise and I will give you my thoughts in 
that connection for the benefit of any control- 
lers of utility corporations who might be in- 
terested. ; 

"In the utility field, Certificates of Necessity 
have been secured, authorizing the amortiza- 
tion of costs of two types of facilities as fol- 
lows: 

“1. Temporary Facilities. Temporary  fa- 
cilities for example were those installed or 
erected solely for serving war customers during 
the period of the emergency and dismantled at 
the end of the emergency. 

“In the case of temporary facilities, the 
period of the emergencv measures the service 
life of the facility, and the amortization of the 
cost thereof, in a real sense, measures the de- 
preciation of the facility. The amortization 
charges have been made bv credit to a reserve 
for amortization of war facilities, against 
which reserve is charged the cost of the fa- 
cilities when dismantled, less the salvage, plus 
the dismantling costs. 

“In so far as these facilities are concerned, 
therefore, the transaction is closed upon dis- 
mantlement of the facilities and there is no 
problem with respect to future accounting. 

“2. Permanent Facilities. Permanent  fa- 
cilities consist of generating units. transmis- 
sion lines, and such, which are installed or 
erected as a resvlt of the demands of the 
emergency but which will continne toa he msed 
and be useful in the business of the utility after 
the emergency. 

“The original cost of these facilities to the 
person first devoting them to the public service 
is the amount which is required to be recorded 
in the plant accounts of utilities, according to 
the accounting regulations of the regulatory 
bodies having jurisdiction. Therefore, the 
utility has no choice other than to continue to 
carry in its plant accounts the original cost of 
such facilities. 
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‘In our system there has been placed in a 
reserve for amortization of war facilities only 
the amount of tax savings arising from the 
deduction in the tax returns of amortization in 
excess of normal depreciation. Full amortiza- 
tion as allowed in the tax returns is not re- 
corded. 

“The purpose of this method of recording 
was to prevent the dissipation as dividends of 
the tax benefits arising from the allowance as 
amortization in the tax returns of the cost of 
facilities, and to permit the use of this method 
even after the emergency. The emergency hav- 
ing passed and the purpose having been served, 
it might be perfectly appropriate to transfer the 
balance in the reserve for amortization of war 
facilities to surplus or to a reserve for contin- 
gencies. However, because of the controversy 
existing on the utility field over the question of 
depreciation accounting in its relation to rate 
regulation, it has been thought best in our 
System to transfer the reserve for amortization 
of war facilities to reserve for depreciation. 
Variations of this treatment may be accorded 
under special circumstances in individual 
cases.” 


Cost PERCENTAGES 


The controller of a fertilizer manufac- 
turing company shows his general and 
factory accounting costs and the account- 
ing treatment of capital assets in per- 
centages: 


“Regarding Question I asking for the aver- 
age percentage of net sales represented by gen- 
eral and factory accounting costs, our figure for 
the last fiscal year was only 0.52 per cent. or 
slightly over one half of one per cent. This is 
exactly one third of the cost given by the 
inquirer but in our type of business (chiefly 
fertilizer and the mining of phosphate rock) 
accounting costs, and particularly for factory 
accounting, are much smaller than for, say, 
metal working industries. Material is very high 
in value compared with labor and other ex- 
penses, and generally speaking, the larger the 
proportion of labor, the greater the accounting 
costs will be. 

“We have no items covered by Certificates of 
Necessity so have nothing but an academic in- 
terest in Question II. 

“If we were concerned with this problem, 
however, I think our treatment would depend 
upon the size of the item with reference to 
our total capital assets. If, for example, it 
represented only a very small proportion, say 5 
or 10 per cent of our total assets, we would 
carry it on the books at its original cost with 
its offsetting credit for depreciation or amorti- 
zation, even though that credit might equal 
100 per cent. The effect of this treatment on 
our total property account would not be great 
and would be justified by the fact that with ap- 
proximately forty manufacturing plants, there 
are numerous cases where for particular items 
such as depreciation (or provision for obsoles- 
cence) has been either too little or two great, 
although the combined figures for all prop- 
erties might be representative of their average 
condition. 

“If the item were an appreciable proportion 
of our capital assets, I think we would present 
it as a separate item in our balance sheet. If 
fully amortized, we would not attempt to take 
up theoretical depreciation in our costs, but 
by memorandum would keep in mind the fact 
that items produced with the help of such an 
asset are free of depreciation costs. 

“Our principal reason for not going to 
elaborate and possibly technically correct 
methods of treating an item of this sort is that 
there are always many items of a special nature 
affecting corporation accounts and operations, 
and it would be an endless task to give them 
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special treatment in an attempt to arrive at 
perfect accounting technique. We are more in- 
terested and more satisfied in having the books 
show exactly what happened, instead of mak- 
ing artificial adjustments to show what would 
have been if abnormal items could have been 
handled on a normal basis.” 


Two other manufacturers give percent- 
ages. 

One states only ‘‘that the current aver- 
age percentage of net sales which we are 
expending for general and factory ac- 
counting expenses is 1.43 per cent.” 

Another in more detail comments: 


Question I: ““When comparing the answers 
to this question, it is important to know what 
activities are included in each and just. what is 
considered as factory accounting cost. 

“Our ratio for the first nine months of this 
year is 14 of 1 per cent. of sales, including gen- 
eral accounting, cost accounting, stores account- 
ing and payroll, exclusive of timekeepers and 
standard setters. Our figures do not include 
production scheduling and control of order de- 
partment. 

Question II: “The answer to this question 
depends a great deal upon the relative impor- 
tance of the facilities acquired on Certificates 
of Necessity in comparison with other facilities 
used in post-war production. 

“If the ratio is not large, say 20 per cent. or 
less, based upon replacement costs, then I do 
not think the accounting treatment of the fully 
amortized items need be any different than that 
usually accorded to any other fully depreciated 
item of equipment. I daresay that most com- 
panies have many such items and have devel- 
oped procedures for arriving at true costs for 
selling purposes without footnotes or paren- 
thetical explanations in annual statements. It 
may be done by using memorandum records or 
by actually charging operations with deprecia- 
tion as long as the item is in use, and by mak- 
ing the necessary adjustments in taxable in- 
come when filing. 

“If, however, the ratio assumes importance, 
some other procedure may be necessary. It 
might be well to make a charge against opera- 
tions for normal depreciation based upon re- 
placement costs of the fully amortized assets 
and credit a special reserve account. The por- 
tion of income taxes attributable to the e'imi- 
nation of such charge from deductible deprecia- 
tion could be charged against the special 
reserve, and the remainder of the reserve 
shown in the profit and loss statement among 
the items of other income and expense as such. 
This procedure would result in a charge 
against manufacturing costs for full normal 
depreciation and make unnecessary any ex- 
planatory footnotes. 

“In the case of closely owned companies 
which do not publish annual statements and 
whose stock is not listed, I see no reason for 
making any book entries. The important thing 
there is that depreciation on such assets be 
considered when establishing selling prices in 
order to avoid a price level inconsistent with 
that necessary to produce profits from which 
replacements must be made. 

“I would not favor setting up the item at 
appraised or any other value and crediting capi- 
tal surplus. On the balance sheet, fixed assets 
could be shown as ‘including fully amortized 
war facilities’ and the words ‘costing $ : 
added, if desirable.” 





SMALL OR LARGE CAPITAL ASSETS 


Because his business is so different 
from that of the inquirer, a glass manu- 
facturer does not believe his figures on 


the costs of accounting treatments, ex. 
pressed in percentage of sales, would be 
comparable even if they were available. 
However, on Question II he states: 


“On this question the views expressed are 
our personal views as the question is not a real 
factor with our company. First of all, we feel 
that where the amounts involved are relatively 
small compared with the valuation of the total 
assets or compared with the amount of the 
total income, no special treatment would be of 
any service. 

“If the amounts are large, on the other 
hand, we feel it would suffice to footnote the 
balance sheet with a statement of the value 
after normal depreciation of the assets involved 
in relation to the values included in the bal- 
ance sheet figures. 

“On the income statement we feel that the 
facts properly might be displayed by first clos- 
ing the income statement on the usual method 
of accounting, and then by. adding a section 
wherein the unusual charges for amortization 
and the income and excess profits tax affected 
thereby would be shown.” 


Facrory Costs TENUOUS 


It is apparent from those replies al- 
ready commented on, that answers to 
Question I present real stumbling blocks, 
and that many controllers feel that the 
information they have is too tenuous to 
be helpful to those concerned with fac- 
tory accounting costs. Such were the opin- 
ions of two controllers who, although 
omitting answers to Question I, did reply 
in detail on Question II. 

The first which follows is from an oil 
producing company (A)—the second 
from a large steel manufacturer in the 
Central West (B). 


A. “Memo on Accounting For Certified Fa- 
cilities—Certificates of necessity were issued by 
the Government to provide a tax advantage to 
companies that used their own funds for the 
construction of emergency war facilities. Ac- 
celerated amortization of these facilities was 
allowed for income tax purposes regardless of 
the rate used for determining the depreciation 
shown on the income statement. Some com- 
panies, however, elected to use the accelerated 
rate of 20 per cent in computing book depre- 
ciation for one or more of the following rea- 
sons: 


“1. The soundness of charging to wartime op- 
erations the excess construction costs due 
to wartime conditions. 

. The probability of the capacity of the fa- 

cilities being, to some extent, in excess of 

post-war needs and the desirability of 
charging to wartime operations the cost of 
such excessive capacity. 

The desirability of keeping the books and 

the tax returns in agreement. 


“Companies that used the accelerated rate 
solely to keep the books in agreement with the 
tax returns not only accumulated excessive de- 
preciation reserves but also probably overstated 
costs during the war emergency period, the 
consequences of which will be an under-state- 
ment of costs in the future. 

“Showing of the over-amortized facilities on 
the balance sheet at appraised values with an 
off-setting credit to capital surplus does not 
appear to be a proper treatment of the situa- 
tion. There are the same objections to adjust- 
ing these facilities to appraised values as in the 
case of revaluations of properties that have 
been over-depreciated in normal times. Such 
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revaluations were somewhat common a decade 
or more ago but now are not considered to be 
good accounting practice. It seems that a re- 
yaluation of certified facilities should be 
avoided, and that the balance sheet should 
continue to reflect the actual cost of the fa- 
cilities. 

“We believe that the most desirable account- 
ing treatment of certified facilities that have 
been ‘overdepreciated’ during the war period 
is to make a surplus adjustment. Through a 
charge to a depreciation reserve, the net book 
yalue of these facilities should be reduced to 
that portion of costs that should be charged to 
operations in the post-war period. In determin- 
ing the amount of this adjustment considera- 
tion should be given to the following factors: 


‘|, The portion of the cost of the facilities 
that represents excess capacity for post- 
war operations. 

“2. The net book value of facilities made obso- 
lete or obsolescent by the installation of 
the certified facilities. (It may be desirable 
to transfer to such obsolete facilities a por- 
tion of such excessive reserve accrued 
against certified facilities. ) 

“3. The amount of costs of the facilities con- 
sidered above normal costs by reason of 
war conditions. 
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“If the amount of the adjustment determined 
in accordance with the plan outlined in the 
preceding paragraph is immaterial, it is be- 
lieved that it would be best to avoid any ad- 
justment of accrued depreciation and to make 
whatever adjustment is necessary through the 
depreciation provisions for the post-war years. 
This procedure is probably acceptable even if 
the amount of the adjustment is material; but 
in this case a footnote should be added to the 
profit and loss statement indicating the differ- 
ence between normal depreciation charges and 
the amount set up on the books for the particu- 
lar period.” 


B. “Where the amount involved is compara- 
tively small in relation to the total assets, I do 
not believe it is mecessary to make any further 
adjustments in the property values, simply 
making a notation on the balance sheet, indi- 
cating the value of the property which has 
been fully depreciated by reason of war-time 
amortization. 

“If, however, the amount involved is sub- 
stantial, for instance, where an entire plant 
might all be written off as a war facility and 
then put to use over a period of years in post- 
war production, obviously the post-war in- 
come statements will not reflect any deprecia- 
tion charges and will to that extent be mis- 
leading. In such cases, it seems to me it would 
be desirable to reinstate the properties in the 
accounts by a credit to surplus, using the 
original cost of the properties, less ordinary 
depreciation, and estimated to have been sus- 
tained at the time the entry is made; or set 
up the properties gross and credit the sus- 
tained depreciation to the depreciation reserve 
account; or if the fully amortized properties 
have not been closed to the reserve, simply 
charge the reserve for depreciation with the 
proportion of cost representing the remaining 
estimated useful life, so that, in any event, you 
would thereafter carry normal annual depre- 
ciation charges to the income account. 

“Of course, following the above procedure, 
the annual income would reflect a deprecia- 
tion charge not deductible from taxable income. 
Net income before taxes would have been nor- 
malized, but income taxes would be abnor- 
mally high, and net income after taxes there- 
fore would be abnormally low. In other words, 
the adjusting credit to surplus was too large 
because of reinstating an unexpired cost which 
had all been used up for tax purposes; or, 
Stated differently, income taxes were under- 
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paid during the war years, because excessive 
deduction was made for amortization. It would 
then be necessary to estimate the effect on in- 
come taxes for future years arising from the 
fact that the reinstated depreciation is not al- 
lowable, and then use a portion of the prop- 
erty adjustment to create a reserve for these 
taxes, carrying only the excess of the prop- 
erty adjustment over this reserve to earned 
surplus, and thereafter, provisions for annual 
income taxes would be charged in part to 
that reserve, and the balance, representing nor- 
mal income taxes, would appear in the income 
statement.” 


CONCLUSION 


These replies represent the findings of 
the Committee’s inquiries and it is hoped 
that they will prove helpful. As previ- 
ously mentioned, however, it is rather 
obvious that many of those asked do not 
have specific available data on general 
and factory accounting costs to determine 
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the percentage of net sales which is ex- 
pended for general and factory account- 
ing costs, excluding the actual cost of 
timekeeping in the plant. 

Possibly in the era just ahead, costs 
will have to be watched much more 
closely because of the change in our econ- 
omy from a sellet’s to a buyer's market. 
The thought occurs to us, also, that in 
the decade ahead, controllers, by-and- 
large, will do well to give much thought 
to their costs of operations. From now 
on these costs may well be the governing 
factors in maintaining balance in indus- 
try. In addition careful attention to costs 
of operations may hold out the means 
by which top management will further 
appreciate and more specifically recog- 
nize the controllership function as be- 
longing in the higher executive brackets 
of business. 


Oil Company Costs Rising, Bank Study Finds 


The country’s leading oil companies 
had the highest net income in their his- 
tory last year but the increase in their 
gross earnings over 1945, however, was 
offset by advancing operating costs and 
taxes. These are the conclusions of Jo- 
seph E. Pogue and Frederick G. Coque- 
ron, of Chase National Bank, in their 
annual financial analysis of the country’s 
30 leading oil companies. These com- 
panies represent approximately 82 per 
cent. of the refining capacity and 53 per 
cent. of the crude oil production of the 
United States. 

The reported net income of the 30 
companies for 1946 was $763 million, an 
increase of $161 million, or 26.7 per cent. 
over 1945, and $296 million, or 63.4 
per cent. over the 1936-45 10-year aver- 
age. Foreign operations accounted for 
18.2 per cent. of 1946’s net income. 

“The expansion in the earnings for 
1946 registered by the group was largely 
the result of special write-offs in 1945, 
which lowered the net income in that 
year,” the study reported. ‘For example, 
accelerated amortization of war emer- 
gency facilities amounted to $149 million 
in 1945, while no charge of this kind 
was taken in 1946. Although gross oper- 
ating income in 1946 showed an increase 
of $197 million over 1945, operating 
costs and expenses were up $179 million 
and income and other taxes increased $26 
million. 

“It is thus seen that the increment in 
gross income was just about offset by the 
advance in operating costs and taxes, 
leaving the decline in book charges to 
account primarily for the higher indi- 
cated profits,” it was stated. 

Other conclusions reported by the 
Chase petroleum study were: 

The 30 companies paid $331 million, 
or 43.4 per cent. of their net income out 


to stockholders in the form of dividends 
last year. This compared with $291 mil- 
lion, or 48.3 per cent. of net income, in 
1945. ‘The decline in the proportion of 
earnings paid out as dividends reflected 
the growing need of capital expenditures 
for replacing crude oil reserves and for 
expanding plant facilities,” it was stated 
in the study. 

For each dollar of gross income re- 
ceived, the 30 companies paid out 73.5 
cents for operating costs and expenses, 
10.1 cents for depreciation and other 
charges and 5.8 cents for income and 
other taxes. Of the balance, 5.7 cents was 
reinvested in the business, 4.4 cents were 
paid to stockholders as dividends and 0.5 
cents was applicable to minority interests. 

Expenditures for property, plant and 
equipment reached a record high of 
$1,379 million dollars in 1946, compared 
with $1,116 million in 1945 and a yearly 
average of $829 million in the 1936-45 
period. Based on the data of the 30 com- 
panies, it is estimated that capital expen- 
ditures by the entire petroleum industry 
for facilities in the United States amounted 
to $1,627 million in 1946. 

The combined world-wide crude oil 
production of the 30 companies averaged 
3,179,000 net barrels a day last year, an 
advance of 3.6 per cent. over 1945. Last 
year marked the fourth consecutive yearly 
record production high for this segment 
of the industry. 

The volume of crude oil processed by 
the domestic and foreign refineries of the 
30 companies last year averaged 4,449,- 
000 barrels daily, an advance of 3.7 per 
cent. over 1945. 

The petroleum industry drilled 26,491 
wells in this country in 1946, of which 
29.8 per cent. were dry holes. The 30 
companies drilled 7,550 wells, with 21.8 
per cent. turning out to be dry holes. 








Inventory Control of Office Forms 


For purchasing agents, I confine my re- 
marks on this subject to direct costs. For 
office managers, in addition to direct costs, 
I speak particularly with regard to office 
form format. To comptrollers I talk about 
indirect costs. These are cost items which 
are generally overlooked, but are an im- 
portant factor in your company expenses. 
These are costs that only interest the 
comptroller. That is why I invariably de- 
mand that the comptroller be included 
when I present surveys to prospective cli- 
ents. 

For many years my surveys have proved 
that savings in direct costs by securing 
bids never exceed 10 per cent. If bought 
under special contracts, this saving may 
amount to 25 per cent. Savings made 
through change in format seldom amount 
to more than 1 or 2 per cent. Savings 
made on indirect costs invariably amount 
to 30 per cent. and often go as high as 50 
or 60 per cent. In one instance the savings 
amounted to 125 per cent.! 

Surveys show that these internal costs 
are equal to 50 per cent. or more of the 
direct costs of your stationery. In other 
words, for every dollar you spend or pay 
to your printers, it cost you 50 cents or 
more to handle the items bought. Savings 
can be made on these indirect costs 
through proper purchasing methods and 
proper handling to the amount of 25 cents 
on each dollar spent, or 50 per cent. of 
your indirect costs. This is a minimum. It 
can run as high as 114 times the direct 
costs. It will be my endeavor to prove 
these statements to you. We will presume 
that you have 75 clerks in your office and 
50 factory employees using stationery. A 
Hammermill Paper Company survey made 
years ago shows that for each employee 
using stationery the average annual cost 
was $160.00. Today this runs from 
$150.00 to $200.00. Using the smaller 
figure you would then have an annual ex- 
pense of $18,750.00. I will use a figure of 
$20,000.00 to simplify things. This will 
reflect against me in my deductions. 

Now to take up these indirect costs item 
by item: 

No. 1 is Rent. Do you charge this to 
your stationery costs or is it merely a part 
of your general overhead? Any other de- 
partment would be charged with a rental 
charge and this charge would become an 
integral part of your selling prices. To 
maintain a $20,000.00 operation you 
would require about 2,000 square feet for 
storage and handling. A cost of $2,000.00 
per year at $1.00 per square foot rental. 
This is a very modest charge. In most 
plants rental is $1.50 to $2.00 per square 
foot. In office buildings from $2.50 to 
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$3.50 per square foot. Under proper con- 
trols this space can be reduced at least 50 
per cent. or a savings of $1,000.00 a year. 
Let me give you an outstanding example 
of what can be done by means of these 
controls and proper purchasing proce- 
dures. One of my clients, who at most can 
only spend about $17,000.00 a year, pays 
$3.50 for space in one of the Chicago of- 
fice buildings. He was able to reduce this 
space by purchasing smaller quantities un- 
der control, and by arranging a contract 
with an envelope factory so that he was 
able to release 1,000 square feet of space. 
A savings of $3,500.00 a year. Incident- 
ally, he also was able to release two men 
for use in other departments which saved 
another $6,000.00 a year. A total savings 
of $10,500.00 a year on internal costs on 
an expenditure of $17,000.00. The fact 
that occasionally he had to pay a somewhat 
higher unit cost on his printed forms was 
a negligible factor when compared with 
these indirect cost savings. 

No. 2 is Personnel. What do you charge 
this expense to? Is it added to the cost of 
your stationery or is it just another over- 
head item? Ten to one it is just a factory 
or office payroll item. 

A $20,000.00 stationery cost will re- 
quire normally two people to handle. 
Proper contractual arrangements and par- 
ticularly proper stock controls will make 
this a part time job for only one person. 
This will mean a wage savings of 11/ per- 
sons or not less than $2,250.00 each year. 
This at a wage rate of $25.00 per week, 
and I am sure you would like to find some 
clerks these days that will work for this 
amount. 

To prove my point by actual experience, 
one firm, with over 800 people in its 
home office, has only a part time clerk to 
take care of the stationery stock room. The 
other half of each day is spent running a 
mimeograph. Formerly this company op- 
erated its own printing plant with about 
twenty-five employees and used approxi- 
mately 20,000 square feet to house the 
plant and stationery stock room. 

No. 3 is Buying Costs. To operate this 
stock room you would have to place about 
200 orders a year. This is based on your 


having 500 forms. (You would be surprised 
if you checked all of your forms to find 
out how many you have.) Surveys made by 
John Hopkins University and Goodrich 
Rubber Company prove that the average 
cost of a purchase order is $5.00. You 
probably know what it costs in your office 
and since these surveys were made years 
ago, I am sure that the cost today is above 
this amount. However, at $5.00 for each 
order you will have a cost of $1,000.00, 
Again proper controls and contractual ar- 
rangements with your printer will avoid 
most of this cost. Your requisition can be- 
come your purchase order. If your system 
requires a purchase order number for con- 
trol purposes this can be done by issuing a 
monthly order number, or by placing or- 
ders at a fixed time each month so that not 
over three orders will be issued monthly. 
Three orders monthly at this rate will cost 
you $180.00 a year. A positive savings of 
$820.00. 

No. 4 is Receiving Costs. Each time a 
small order is received, you must go 
through all procedures and all the record 
keeping to see that it is properly cleared. 
Again John Hopkins and Goodrich say 
that this costs $5.00 for each order. Under 
the controls that can be set up under con- 
tract arrangements with your suppliers, 
deliveries are made not over twice each 
month—just two orders to receive and 
clear each month. This would be a direct 
savings of $880.00 each year. 

No. 5 is Accounting Costs. If you are 
on a discount basis, to pay 200 invoices a 
year you would have to issue at least 100 
checks. This, with all of the other required 
bookkeeping, calls for hours of clerical ef- 
fort. The stock control and contract system 
of buying stationery supplies would only 
require 30 entries and 12 checks. If it costs 
you another $5.00 per check for this effort 
you would have a further savings of 
$850.00 a year. 

Again to use an actual example of what 
can be done, one concern which we take 
care of has fourteen factories, twenty-one 
sales offices, fifty-one branch houses, four 
special offices and a home office of about 
1000 employees. When this account was 
first taken over we averaged about fifty in- 








SAVING MONEY THROUGH CONTROL 


There is hardly a paragraph in Mr. Hart’s paper, which he delivered at the 
| April meeting of the Milwaukee Control, that does not include statistics buttress- 
| ing his recommendations as to the saving of dollars through the inventory con- 
| trol of office forms. The author presents a most convincing case, one that is 
| based on personal experience over many years. 


—THE EDITOR 


7 








562 


Vins 





voice 
mont 
count 
This 
ent a! 
price: 
requi 
and | 
invoi 
the a 
charg 
break 
clerks 
No 
pense 
an av 
This 
buy i 
dom. 
“only 
used ' 
port, 
20 m 
just 1 
shelve 
contr 
tain fe 
will n 
any a 
four 
never 
The 
$30,0 
cent. 
intere 
cost 0: 
invent 
your c 
invent 
To 
vestm« 
cause 
There 
ered { 
money 
MY p 
borroy 
it, anc 
you m 
Stoc 
merch 
the thi 
import 
fident 
those 
ing or 
ety, y 
round 
000. | 
$25.06 
for 1¢ 
5,000. 
10,00( 
thinki: 
never 
ventor 
an iny 
value. 
No. 
These 


rised 
find 
de by 
drich 
erage 
You 
office 
years 
ibove 
each 
0.00, 
al ar- 
Avoid 
n be- 
stem 
con- 
ing a 
g of- 
it not 
ithly. 
| cost 
ps of 


me a 
t go 
2cord 
ared, 
1 say 
Inder 
con- 
liers, 
each 
and 
lirect 


ul are 
ces a 
100 
uired 
al ef: 
stem 
only 
costs 
offort 
s of 


what 
take 
y-one 
four 
ibout 
was 


y in- 








yoices a day—1500 invoices to clear each 
month. Today we handle this same ac- 
count with not over 120 invoices a month. 
This is 1380 less entries for both the cli- 
ent and us. The checking and okaying of 
prices by their purchasing department only 
requires a small portion of one man’s time 
and his stenographer. Furthermore, our 
invoices are broken down by units so that 
the accounting department can post the 
charge to each unit without any clerical 
breakdown by the accounting department 
clerks. 

No. 6 is Interest. If your stationery ex- 
pense is $20,000.00 a year you will have 
an average inventory of about $30,000.00. 
This is due to the many items that you 
buy in small quantities and use very sel- 
dom. Quoting from an actual survey, 
“only 40 per cent. of all forms bought are 
used within one year.” From another re- 
port, ““The average time on your shelf is 
20 months.”” This large company which I 
just mentioned had $75,000.00 on the 
shelves when we took over. Under the 
controlled inventory system that we main- 
tain for them—our contract reads that they 
will not have to pay storage or interest on 
any amount in excess of $5,000.00. In 
four years of operation this figure has 
never been reached. 

The interest charge on this required 
$30,000.00 inventory figured at 3.5 per 
cent. (the insurance investment average 
interest rate) would give you an interest 
cost of $525.00 a year. Under a controlled 
inventory, and using the same interest rate 
your cost would be $82.50 on a $5,000.00 
inventory. 

To figure interest, take half of the in- 
vestment for one year. You do this be- 
cause the stock is moving off your shelf. 
Therefore only one-half is to be consid- 
ered for the elapsed time. Actually, the 
money is worth far more to you than this 
3¥4 per cent. If you are called upon to 
borrow money you pay more than this for 
it, and in your business due to turnover 
you make far more. 

Stock turnover is an important factor in 
merchandising profit. If it is important in 
the things you sell, it should be equally as 
important in the things you use. I am con- 
fident that this is carefully watched in 
those items that you buy for manufactur- 
ing or resale, but when it comes to station- 
ety, you are in the habit of buying in 
tound figures such as 1,000, 5,000, 10,- 
000. Most stationery invocies are under 
$25.00 so you say to yourself the unit cost 
for 10,000 is less than the unit cost for 
5,000. We can use 10,000 in a year. Buy 
10,000. Why should you use this type of 
thinking on stationery when you would 
never think of doing so on any other in- 
Yentory item. Stationery, incidentally, is 
an inventory item but has no liquidation 
value. 

No. 7 is Obsolescence and Shelf Wear. 
These two invisible cost items figure at 
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least 2 per cent. each in most companies, 
and in some, such as financial organiza- 
tions, run as high as 10 per cent. Proper 
stock controls bring this to almost a mini- 
mum. Savings on this item therefore, pre- 
suming that you still had a 1 per cent. 
loss, would amount to $600.00. 

Using an actual example to prove how 
much this can mean: This same client 
with the fourteen factories decided to 
close one of his factories. This factory 
manufactured about $500,000.00 per year. 
When they closed they had approximately 
$700.00 in stationery stock. We were able 
to transfer to other plants all but $100.00 
which they destroyed. Almost all of this 





New Era’s Challenge 


It may be properly said that in our 

| existing industrial economy the only dif- 
ference of a fundamental nature between 
one business and another operating in 
the same general field is the people. The 
Same sources of raw materials are avail- 
able to all. The same equipment will be | 
furnished to anyone who may buy. The | 
existing standards of technology are | 
largely a matter of common knowledge. 
The same markets are available with the 
same instrumentalities to capitalize them. 
The same reservoirs of capital are avail- 
able to those who can qualify. All these 
means are open to everyone and, gener- 
ally speaking, on equal terms. The one 
major difference is the people. 

This new economic era is certain to 
offer a far more favorable climate for 
business to operate in. It is to be an era 
both of decision and opportunity. The 
decision to be made is whether or not the 
American economy over the long-term is 
to continue free and competitive or is to 
be regimented and directed by some form | 
of governmental bureaucracy following 
socialistic trends in the balance of the 
world. 

Here is a real challenge to the mana- 
gers of American enterprise. They must 
display economic statesmanship of the 
highest order and demonstrate to the 
world at large and to our own people in 
particular that a free, competitive so- | 
ciety, stimulating as it does technological | 
progress based on increasing scientific 
knowledge, insures always an expanding 
volume of goods and services at progres- 
sively. lower prices, thus promoting 
higher living standards and a more abun- 
dant life. 

Alfred P. Sloan, 
Chairman of the Board, 
General Motors Corporation 











destroyed stock consisted of items that 
had the factory imprint on it such as let- 
terheads. 

No. 8 is Desk Loss. This is a big item. 
Clerks have too many of each form in the 
desk. Often they are used for scrap paper. 
They get dirty—drop on the floor, etc. 
Controls such as I advocate will reduce 
this loss considerably. I will not attempt 
to use this savings in my figures but you 
can save at least $1,000.00 here. 

Adding these figures I have a total in- 
ternal expenditure of $9,050.00 or just 
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about 50 per cent. of the $18,500.00 I 
said would be required to furnish the sta- 
tionery for these 125 employees. The sav- 
ings I have shown amount to $6,842.50 
or 33 per cent. of the $20,000.00, annual 
direct cost. These figures do not include 
desk loss or other values that can be ob- 
tained from this stationery control. 

The cost to maintain a well planned in- 
ventory control system would be less than 
$100.00 per year. You would require one 
day a month of one girl’s time to maintain 
the system; this plus an initial investment 
of about $50.00 with your printer for 
forms. These are positive savings which I 
have shown you. Actually you will find 
that form costs will go down, as you will 
find many items in use that you really 
don’t need. 

Let me quote from a letter just received 
from one of my clients ‘Discontinue sur- 
vey cards on forms 2075-3042 and also 
2325 which you indicate for the Pitts- 
burgh branch. They are to substitute 3068. 
According to invoice forms samples on 
hand, we find six forms of different 
weight and length. We do not think it 
necessary to have so many different sizes 
and have arrived at a definite decision 
whereby we will use only 3068 and 
3068A.” 

This letter was only made possible by 
controlled inventory methods as these 
forms have been in use for many years. If 
you maintain branch houses or offices, 
these controls are invaluable in many ways 
other, than just that of costs. I am actually 
able to tell the good managers from the 
bad just by the survey reports I receive. 

To give you some other ways in which 
this stationery stock control can be inval- 
uable, I again use this same company with 
the 14 factories. In checking their survey 
cards, I noticed that the various factories 
were not all using the same personnel 
forms; in fact, some were only using a 
very few of them. Since it seemed logical 
that all of them should be following the 
same system I took this up with the Gen- 
eral Personnel Manager at the home office. 
He could not understand it any more than 
I could. He then gave me a list of all the 
form numbers that were part of his sys- 
tem. I gave him a report showing just 
which plants were using each form and 
how many they used. As a result, a meet- 
ing was called of all of the local person- 
nel managers, and after the meeting I was 
told to consider 14 forms as obsolete and 
four new forms took their place. Several 
other important forms were revised to 
give more efficient service. 

In another instance they had certain 
forms which were essentially advertising 
material requiring an expense of almost 
$70,000.00 a year. They were not being 
properly used, and I called it to the atten- 
tion of the advertising department, by giv- 
ing them a list showing just which items 
were being used. It brought about a quick 








564 


change in sales practices so that the mate- 
rial was properly used and sales thereby 
increased. Without an inventory control 
these essential facts would not have been 
known. 

Just to have a little fun and to prove 
some of my statements I have here a form 
used by my company. All of you must use 
a similar form. This is a wage record 
showing all deductions etc. for income 
and social security tax reports. With the 
exception of a few new employees, this 
form is only required once each year. Usu- 
ally in November at which time new cards 
are made for all employees. Check this 
form on your stock room shelves and I am 
sure you will find that your stock room 
has replenished your stock; however, you 
will not need them until next November. 
You have many forms just like this and 
you will find in almost all cases that as 
soon as you withdraw them for this one 
annual use that they are immediately re- 
ordered for stock. This is one of the faults 
of the so called maximum-minimum stock 
control. Now let me offer a few sugges- 
tions to help you put an inventory control 
system into operation. 


(1) The main stock room should have 
all stock within its control. This is true 
even of those items used by one man only. 

(2) Your office should be divided into 
sections and a six week's stock of all items 
used in this section should be maintained 
there. This stock should be kept locked 
and under the control of one person. 

(3) A list should be made and kept by 
this party showing how many of each 
form makes a6 weeks supply. Once each 
month this stock should be replenished. 
Only enough items should be requtsi- 
tioned to bring this stock up to the 6 
weeks supply. This replacement by sec- 
tions should be staggered so that the main 
stock room is not overworked. 

(4) A card index should be set up and 
maintained by someone under your direct 
control. This is the one day a month clerk 
I mentioned before. This card should have 
a record of stock on hand, monthly usage 
and quantity ordered. It should be so 
planned that it comes up at certain fixed 
periods to be sent to the main stock room 
for report and ordering. This check should 
be made six weeks before the form is 
needed. It is to be checked and returned 
with all information, requisition etc. by 
the stock room within one week—ten days 
at most. The orders are then to be sent to 
the printer so that he will have at least 30 
days to deliver. This will eliminate rush 
orders. Once you have your cards printed 
and sectional set ups made, you should 
Start its operation. 


We suggest this method: First have 
every employee that uses forms of any 
kind empty his desk putting all items on 
top of his desk. Each person so doing is to 
make a report in duplicate telling you how 


many of each item he uses daily, weekly, 
monthly or yearly. If used monthly or 
yearly, the report should tell you what 
time of the month or what month in the 
year it is used. Then all forms in excess of 
a two weeks supply should be returned to 
the main stock room. 

After the first two weeks they should 
replenish their supply from the sectional 
stock room. This should be done weekly 
and they should only be allowed a week’s 
supply. The first two weeks period will 
give you time to study the reports and de- 
termine the stock to be set up in the sec- 
tional stock supply. 

This step should include all items such 
as pens, pencils, clips, etc. I do not advise 
doing this with the entire company at one 
time unless you have a very small force. It 
should be done with only a part of the of- 
fice every day or two until the job is com- 
pleted. I can assure you that you will be 
surprised et the large stock that comes 
from the desks. Your stock room will not 
have to order many items for a long time. 

I will cite two more actual incidents. 
One of our customers called up in great 
distress—he was entirely out of letter- 
heads. It would take three or more weeks 
to print. What could be done? My records 
showed that something was wrong. I 
asked and got the privilege of going 
through the desks during the noon hour. 
When I got through they had a six months 
supply of letterheads and all the desks 
had plenty to do for some time. 

This same company sent me an order 
out of survey time for a ledger sheet. They 
used about 2,000 a year and we had just 
delivered this quantity about 60 days be- 
fore the order came to us. Again I went 
out and checked up. The accounting de- 
partment had taken all of the stock out of 
the stock room and placed 1800 of them 
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in the vault. Needless to say the second 
order was cancelled and the excess stock 
returned to the stock room. 

I could give you incidents of this kind 
from almost every company we service. 

From these reports you make out your 
cards for usage and determine when they 
should come up for reprinting. This is 
done taking into consideration the stock 
on hand and allowing the extra six weeks 
required for getting your reports and hay- 
ing the form printed and delivered. 

When determining quantities to order 
and time periods between orders I use and 
suggest the following—incidentally this is 
important in keeping your stocks at the 
required low but still having enough on 
hand at all times. 

If you use 1M or less a year order the 
year’s supply using a minimum of 500 as 
the order quantity. You pay for 500 even 
though you do not get them. If you use 
2M or 3M a year, order 1,000 at a time. 


4M—5M or OM, order 2,000 
8M 9M or 10M, order 3,000 
12M, 13M, or 14M, order 4,000 
15M, order 5,000 

20M, order 6,000 

25M, order 8,000 


In other words with the exception of 
the quantities 2M or under, order a quan- 
tity that you will use in 4 months. 

All of this may seem hard to do but ac- 
tually it is very easy. The main thing it re- 
quires is the determination to do it, regard- 
less of complaints. Once the system is in 
Operation, you will find it is not only a 
money saver but leads to a pleased person- 
nel and eliminates the worries of running 
out of forms. 

Just one last warning—be sure when 
you put this system in effect that it in- 
cludes all officers and their secretaries! 


New Concept of Human Relations Held 
Need of Industry 


Prosperity can no longer be industry's 
exclusive goal, C. F. Hughes, business 
news editor of The New York Times, de- 
clared recently at the eighth of a series of 
lectures on evaluating the news. 

“What I want to point out is that any 
evaluation of labor-industry news must 
take into account that industry is striving 
to change its concept of the job to be 
done,” Mr. Hughes said. 

“Prosperity was formerly the exclusive 
goal—better products, more of them, 
lower prices—mass production, mass dis- 
tribution. Now the goal must include so- 
cial consciousness, so industry still drives 
for results, yes, but with a sharper eye on 
human relations and public interest.” 

The average industrialist, Mr. Hughes 
said, faces the necessity of “realigning” 
his thinking about the factor of public in- 


terest. As evidence that this necessity is 
recognized in some industrial quarters, he 
quoted from a speech delivered last fall 
by Charles Luckman, president of the 
Lever Brothers Company, during which 
Mr. Luckman “charged his brethren with 
opposing everything that spells greater 
security, well-being or peace of mind for 
the little guy.” The indictment listed in- 
dustry’s opposition to collective bargain- 
ing, health and safety ordinances, child 
labor legislation, minimum wage laws, un- 
employment insurance, social security and 
universal sickness and accident insurance, 
he noted. 

“I quote Mr. Luckman’s unusual te- 
marks,”” Mr. Hughes said, “because I sin- 
cerely believe they represent a type of 
thinking in high industrial quarters which 
is not unusual.” 
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How Can Management Cope with 
Crises and Depressions? 


We know that the history of competi- 
tive economy does not show a continuous 
growth but a development interrupted by 
temporary recessions. Investigations as to 
the frequency and temporal location of 
such recessions or depressions have led 
to the observation of certain rhythms, a 
certain order in the ups and downs, and 
thus to the assumption of the existence 
and normality of business cycles and to 
the observation of a certain conformity in 
the consequence of events leading to 
and overcoming depressions. 

This knowledge derived from observa- 
tion stands up also in the light of ra- 
tional deliberation. In theory, competitive 
economy is governed by the law of sup- 
ply and demand; the necessary correla- 
tion of these two factors is achieved by 
the regulating factor of the price. It is 
comprehensible that from time to time 
demand in one or the other of the dura- 
ble goods is temporarily satisfied; then, 
a recession takes place. It can also easily 
be understood that, at least in the same 
and related lines of business, such reces- 
sions occur in fairly even intervals and, 
thus, in a rhythmical order, in cycles as 
noted by observation. 

It would be reasonable to assume that 
such processes should take place with 
some regularity and without great disturb- 
ances, inasmuch as they should be miti- 
gated by the fact that the cycles in the 
various lines of business do not per- 
fectly coincide and that, in the case of 
goods destined for immediate consump- 
tion, the relation between supply and 
demand should be, at least to a certain 
degree, constant. This is, however, by no 
means the case. Generally, the transition 
from the upward development to the re- 
cession assumes the character of a violent 
ctisis; observation seems to indicate that 
the violence of such crises grows with 
the progress of time. 


What causes the violent character of our 
economic crises? 


Research aiming at the detection of the 
causes of crises or the aggravation of 
otherwise normal and comparably mild 
economic fluctuations has led first to the 
observation of the coincidence of purely 
economic facts with such arising outside 
of the economic sphere. In many cases, 
the influence of such happenings on the 
économic sphere is evident, although in 
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most controllable instances spatially and 
temporally rather limited. This is particu- 
larly true of natural events independent 
of man such as earthquakes, floods, 
droughts, weather irregularities, and the 
like, which are certainly capable of af- 
fecting economic conditions and distort- 
ing the normal rhythms of economic 
progress by spatially and temporally 
changing the supply and demand situa- 
tion. Likewise, similar events in the hu- 
man sphere such as wars, revolutions, 
new inventions, changes in the struc- 
ture of human society, in cultural aims, 
or in the character of governmeats can 
exercise a profound influence on econ- 
omy; in such cases, however, it is gen- 
erally difficult to determine whether and 
how far such happenings were not caused, 
modified, or influenced by economic fac- 
tors themselves, and thus, whether or 
how far they either distort the economic 
rhythms or issue from them. After all, 
there is a close interrelation between 
economy and all other fields of human 
endeavor. As far as these events are of 
a non-economic nature, remedies can be 
found only in the progress of science and 
technic, and in the progress that is desir- 
able in the educational and_ political 
sphere. The single manager in his capac- 
ity as such can do little more than adapt 
himself reasonably to the changes in the 
situation. 

In this connection, certain modern 
theories should be mentioned which arise 
from the observation of natural rhythms 
closely resembling those which were ob- 
served in the economy. These theories 
suspect relations betwcen business activ- 
ity or certain business activities on one 
hand and, for instance, magnetic activity, 
solar radiation, sun spots, and the like 
on the other hand. Such natural pheno- 
mena exercise allegedly some influence on 
the psychological behavior and the psy- 


chological trends of mankind and, thus, 
indirectly upon the resulting human ac- 
tivities, among others also business activi- 
ties. Up to now, all these hypotheses are 
not sufficiently supported by observations 
covering enough time to allow us to take 
them seriously. Besides that, widespread 
optimism or pessimism can well be cre- 
ated by the conditions on earth within 
the human world alone and without con- 
trollable cosmic influences. But even if 
these influences would be proven by un- 
disputable evidence, they would have to 
be ignored in the sphere of man’s deeds: 
Without the check of a true religion they 
would otherwise rather definitely establish 
a deterministic trend in human thought 
shattering fundamentals of our moral 
world and thus form a road towards the 
destruction of our special form of cul- 
ture and towards barbarization as good 
as any other, be it crude despotism or the 
free and unhampered use of the atomic 
bomb. 

All events of the hitherto mentioned 
kind would affect every imaginable eco- 
nomic organization, not only competitive 
economy. It is neither proven nor even 
probable that any other kind of economy 
could cope with them better than our 
system does. 

Within the orbit of competitive econ- 
omy, the investigation of economic fac- 
tors which are likely to disturb the nor- 
mal rhythms of economic development 
reveals that there are at least three kinds 
of such factors in operation: 


First, wilful intervention of politically power- 
ful organizations which also control economy 
to a certain degree: the state and similar po- 
litical organizations as well as organizations 
of various kinds, often issuing from the eco- 
nomic sphere, which wield political might 
and use it for their own ends by prosecuting 
and protecting group interests of an economic 
nature. 

Secondly, the growing tendency of the costs 








GOOD MANAGEMENT !S ESSENTIAL | 


To be successful, our competitive economy must work “smoothly, without sput- 
tering and backfiring,” declares Mr. Gutman, certified public accountant and 
partner of Harry B. Gutman Associates, management consultants of New York. 
And to achieve this goal of a smooth-operating economy, the author emphasizes, 
we need to “manage our economic system according to its own laws, avoid ex- 
periments with strange remedies, and strive for good management.” 
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to become fixed, caused partly by the steady 
scientific and technical progress, and partly 
by endeavors to stabilize economy and society. 
Thirdly, economic mistakes and errors, for 
which management is responsible and which 
arise primarily from the misunderstanding of 
economic facts and the misinterpretation of 
economic figures and statistics: Failure to rec- 
ognize the highly important role played by the 
fixed costs, and failure to differentiate be- 
tween true economic profits and losses and 
trend profits and losses are the sources of 
most of the mistakes which lead to the over- 
statement of capital values, overinvestments, 
misplacement of capital and squander of 
wealth in periods of prosperity or to under- 
statements of values and untimely scantiness 
in depression periods, and, in good as well 
as in bad times, to wrong cost policies, pro- 
duction policies, and price policies. 

Such economic errors may possibly not 
be responsible for everything that goes 
wrong, but they are at least helpful in 
bringing about crises and certainly re- 
sponsible for many aggravations of the 
situation—they were so from the Dutch 
tulip crash in the seventeenth century 
to the crash of 1929 and the recession of 
1938. To avoid errors of this kind would 
be the most valuable contribution man- 
agement could make for the purpose of 
alleviating and possibly even avoiding 
crises and depressions. 


State intervention in economy 


From the standpoint taken by the ideol- 
ogy of free economy, the presence of 
none of these three factors is desirable 
since all of them tend to disturb the nor- 
mal rhythms and to aggravate in the long 
run economic disturbances, even if they 
seem to alleviate them for the moment. 
For the latter reason, however, state in- 
tervention must sometimes be tolerated. 
This should be done, however, only in 
true emergencies. Otherwise, state power 
should be used only to protect free econ- 
omy itself and to curb the forces endan- 
geting freedom of competition; it should 
never meddle directly with the delicate 
mechanisms of free economy. Economic 
excesses, like any other excesses, should 
be eliminated by other, more adequate 
means, through the courts, or by proper 
use of the power of taxation, but never 
by crude interference in the economic 


field. 


Conversion of proportional into fixed 
costs 

There are cost items which increase 
and decrease percentually with output and 
sales; these costs are called proportional. 
Other cost items show a rigid character 
and remain the same regardless of any 
change in output and sales; these costs 
are called fixed costs. Most of the cost 
items, however, will show increases and 
decreases, which will not correspond ex- 
actly to the increases and decreases of the 
output and the sales; they will rise or 
decline faster or slower and are some- 
times called progressive and degressive 


costs respectively. For practical purposes 
it is assumed that they consist of a pro- 
portional and a fixed part. Fixed costs 
are rigid, while proportional costs are 
flexible, following the output and sales 
trends. 

Fixed costs often exercise an enormous 
pressure on the business: as they are 
rigid, they have to be borne in full even 
when output and sales decline. Under 
these circumstances they increase the unit 
costs and reduce profits or turn them into 
losses, whenever it proves impossible to 
raise prices accordingly. In times of de- 
pression, when prices should be lowered 
in order to stimulate demand this is not 
possible; although in practice such lower- 
ing of prices does not take place imme- 
diately as it should and is often delayed, 
the moment arrives when management is 
forced to reduce prices. For this reason, 
high fixed costs are dangerous and often 
mortal when demand recedes. 

The more production and office proce- 
dure are mechanized and the more rigid 
the wage structure becomes as a result of 
social endeavors aiming at the stabiliza- 
tion of wages, the granting of pension 
rights, and the protection of wage earn- 
ers against unemployment, and. such, the 
higher grows the percentage of the fixed 
costs. It can easily be foreseen, therefore, 
that fixed costs will cut an ever increas- 
ing figure, and that progress of time will 
bring with itself further gradual conver- 
sions of the proportional costs into fixed 
costs. 

On the whole, competitive economy 
must recognize this fact and adapt itself 
to such finally inevitable changes; it may 
be that the growing pressure of the fixed 
costs will some day transform competitive 
economy, replacing it ultimately by some 
other economic system. Such process, how- 
ever, must not be painful in itself, since 
it would be brought about by gradual 
adaptations to a gradually changing situa- 
tion. To fight against such a development 
a losing battle seems senseless. As Sam- 
uel Crothers put it wisely, adaptability is 
the greatest ability, and it would be par- 
ticularly advisable in this case. This does 
not mean, however, that the conversion of 
proportional costs into fixed costs should 
be pushed artificially, and even less, that 
such a policy should be pursued in lines 
of business where high mechanization is 
neither necessary nor advisable. In many 
instances this would be a great mistake, 
and too many mistakes of this kind have 
been committed already. 


Mass production 

In this connection, the problem of mass 
production should be considered coolly. 
Many people see in the steady advance 
of this kind of production a panacea for 
all economic ills—especially engineers, 
technicians, and the like. They are utterly 
wrong. Mass production along stream- 


The Controller, November, 1947 


lined lines has its great advantages, but 
also its great dangers. Its prominent ad- 
vantage lies in its capacity to satisfy mass 
demands by producing great quantities of 
goods at low cost. To achieve this aim, 
wide use has to be made of mechanical 
processes. For this reason, mass produc- 
tion is subject to a very high degree to 
the pressure of the fixed costs and, there. 
fore, very vulnerable in times of crises. 

This is not the only weakness of mass 
production. It must also standardize pro- 
duction to a very high degree as to the 
variety of the products as well as to their 
quality. Wherever a naturally more or 
less standardized demand steadily asks for 
gteat quantities of goods to be satisfied, 
mass production is justified. This is cer- 
tainly the case wherever the necessities 
of life are concerned, essential food, 
clothing, housing and the supply of raw 
material for such purposes. It is a sad 
fact of our times that military needs must 
be included in this group. Since all these 
needs are relatively steady, the danger of 
the pressure of the fixed costs is limited; 
the demand for goods of this kind is 
naturally standardized to a high degree 
and can thus be satisfied by an adequate 
standardized supply; finally, a good aver- 
age quality is sufficient. Where, however, 
requests are to be satisfied which are not 
directly concerned with the necessities of 
life, mass production seems the wrong 
method. Here, quality production is much 
more important and should be encouraged 
with all means. Even if the goods so pro- 
duced would be much more expensive, all 
of us would profit in the long run. The 
need for manual and skilled labor would 
increase and ease the problem of unem- 
ployment. The workers would have much 
greater possibilities than any mass pro- 
duction could provide. Personal skill, in- 
dustry, taste, sense of quality, beauty, and 
truth would be developed. Finally, even 
those who could not afford to buy such 
products, would be more benefitted by 
the mere existence of them, by seeing 
them in the show windows, than by pos- 
sessing all the ugly trash displayed in 
them today and heaped up in our big de- 
partment stores. It would be one of the 
ways toward culture or, if you prefer, 
one of the ways back to culture. 

Thus, the indiscriminate striving for 
streamlined production is an economic 
mistake. It is not the only one we are 
guilty of. There are many others, in which 
a great part of our business people is in- 
volved. 


Wrong price policies 

They are one of the most common eco 
nomic mistakes. Fundamentally, prices are 
based on the quantitative relation be- 
tween supply and demand, and on the 
costs. In competitive economy, cost prices 
are greatly modified by competition, 90 
much so that the average businessman 
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knows only of competitive prices. He is 
not in the position to base his prices on 
his costs, but can only control them by 
his costs. 

As long as these costs were, in the 
main, proportional, the greater difficulty 
was to adapt supply to an increasing de- 
mand; when demand slackened, the pro- 
cedure was simple: less material was 
bought, maybe a smaller shop rented, 
and some helpers fired. As a result, the 
supplier earned less, but he could go on. 
With the development of the machine 
age, however, and the progressive devel- 
opment of the fixed cost factor, it became 
increasingly difficult to cope with a 
worsening situation. It became impera- 
tive to manage and control not only sup- 
ply but also demand. It is wrong policy 
to let demand go wild and to increase the 
production of goods at all cost to meet 
an unrestricted and excessive demand 
which, eventually, is even overstimulated 
by continued advertising and other arti- 
ficial means. When, under such circum- 
stances, demand begins to slacken, losses 
brought about by the fixed costs, which 
can be managed only with difficulty, are 
inevitable. For this reason, an unsound 
expansion of the productive apparatus 
should be avoided by timely curbing ex- 
aggerated demand through rises in the 
price. Vice versa, prices should be imme- 
diately lowered when demand _ shows 
signs of slackening in order to stimulate 
and revive it as long as there is time. 
This, and not brute and clumsy state in- 
tervention is the remedy of competitive 
economy. To apply it at the right time, it 
is imperative to observe scrupulously the 
markets. Too many of our businessmen 
neglect market research or are satisfied 
with the superficial surveys of their sales- 
men to their great prejudice. It would be 
highly advisable to make wider use of 
the services of market specialists, wher- 
ever the businessman is not in the situa- 
tion to survey the markets himself. 

In the business practice of today very 
often the opposite is done. Prices are 
lowered and much advertising is done in 
periods of increasing demand in order to 
stimulate even more the turnover; prices 
ate raised when demand decreases in 
order to maintain by this device the other- 
wise shrinking profits; also advertising 
is reduced to save costs. Such policies may 
succeed in the short run, but they will 
inevitably lead to a point where they must 
be reversed suddenly—generally too late, 
when the harm has already been done 
and is irreparable. 


Controlling prices through costs 

In controlling prices through costs two 
mistakes are very common. First, prices 
are often based exclusively on actual costs 
instead on replacement costs; such proce- 
dure leads to an unreal development of 
prices not harmonizing with the actual 
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economic situation at the time of the sale; 
besides that, the trend profits thus made 
are transferred to the buyer, while the 
trend losses, which are much less trans- 
ferable, must generally be borne by the 
seller. 

You produce and sell a certain com- 
modity; for production you need raw ma- 
terial, labor, and overhead costs; you are 
accustomed to add a profit margin of 20 
per cent. to your total costs and the prices 
thus calculated can stand competition. By 
chance you have bought certain raw ma- 
terial years before, at a much lower price 
than the market price is today. You could 
calculate them at the market price and 
remain in the market; however, you cal- 
culate at the cost price. Of course, your 
selling price is lower than it would have 
been, if you would have calculated the 
raw material consumed at the present 
market price. Your customer will save 
the difference—that means, he will have 
an undeserved income, the trend profit 
made on the old material will go to him 
instead of to you. 

As we will see later, trend profits 
should, at least partly, be reserved for 
trend losses in the times of depression. 
The seller who donates such profits to his 
buyer cannot do this—he must face the 
bad times without the protection of such 
reserve. 

The second mistake made in connec- 
tion with price control consists in basing 
such control upon the total costs. A busi- 
nessman who does so neglects the funda- 
mental difference between the propor- 
tional costs and the fixed costs to his 
detriment in competition with shrewder 
people using a better or the economically 
correct method of controlling their prices. 
It can be shown that the calculation and 
the control of prices on the basis of the 
proportional costs alone, disregarding for 
this purpose the fixed costs, or on the 
basis of the marginal costs, leads to 
higher profits and to the development of 
a greater competitive power by provid- 
ing those who use one of the latter 
methods with a better basis for their pro- 
duction and sales policies.1 In an almost 
fateful manner the man, who uses the 
full cost method, will always pick out 
the less profitable products or merchan- 
dises, while the man who calculates on 
the basis of proportional costs alone or 
the marginal costs will elect the good 
ones—good not only for him, because he 
will earn more, but also for the economic 
welfare of his country. 


True profits and losses and trend profits 
and losses 


The businessman, who bases his calcu- 


* Harry B. Gutman, “Price Control Based Upon 
Proportional Cost,’ THE CONTROLLER, 
New York, October, 1943. 


“Simplifications in Cost Accounting,” ibid., 
June, 1945. 
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lations and his accounting system upon 
actual costs, arrives at a profit and loss 
figure which consists of the two com- 
ponents we already spoke of, namely his 
Operating profit and loss in the narrower 
sense, and his trend profit and loss. Since 
trend profits do not make a man richer 
nor trend losses poorer in true economic 
values, they are really not profits and 
losses in the economic sense, and only 
the operating profits and losses excluding 
the trend components are true profits and 
losses. 

If a businessman is not aware of this 
and uses the money earned as shown in 
his books indiscriminately, he will stumble 
from mistake to mistake. This is less a 
fault of our accounting systems, although 
they badly need improvements, but his 
own fault of misinterpreting the money 
figures obtained through them. Actually, 
he has to calculate with two variables, 
the fluctuating values of his merchandise 
and the fluctuating value of currency. Our 
accounting systems, in order to avoid com- 
plexities and expense, maintain the fiction 
that there is only one variable, the fluctu- 
ating value of the merchandise expressed 
in stable units of the currency. For this 
reason, bookfigures should be adjusted in 
order to become quantities of economic 
meaning. As a tule, this is not too diffi- 
cult, provided that the accounting and 
recording system in use does not neglect 
the recording of quantities expressed in 
merchandise and not only in money, or 
through the use of proper index figures 
such as the indexes of the living costs. 

How far you might be misled by neg- 
lecting such adjustments and basing your 
decisions on the mere money figures of 
your books erroneously taken by you as 
economically correct, can easily be dem- 
onstrated by very simple examples: 

You are living in a period of rising 
prices; you buy a suit of clothes and pay 
$40.00 for it; you meet a friend who 
admires your suit and offers you $45.00 
for it. You sell it to him for this price, 
but since you are in need of a suit your- 
self, you return in the next days to the 
shop where you bought the first suit and 
ask for another of the same size and 
quality. Unfortunately the price was 
marked up in the interim to $50.00. 
Using the traditional cost valuation, as 
generally applied in your bookkeeping 
system, you have made a profit of $5.00; 
actually, you possess what amounts to the 
same suit, but you have $5.00 less in your 
pocket. Five years later, there is a de- 
pression and prices are already declining; 
you buy a suit for $35.00; for some rea- 
son you have to sell it before wearing it, 
since you urgently need the money for 
another purpose, and you are happy to 
get for it $30.00. One week later, you 
use your salary and buy the same sort of 
suit again; prices had been marked down 
meanwhile to $25.00; according to your 
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accountant, you have lost $5.00 in this 
transaction; actually you possess a suit 
the same as your original one and have 
$5.00 more in your pocket. Was your 
calculation economically correct ? 

Tragically, the same error of calcula- 
tion is made over and over again in busi- 
ness life. For this reason, the unadjusted 
book figures show, in periods of rising 
prices, inflated real profits or deflated 
losses, and, in periods of declining prices, 
inflated real losses or deflated profits. This 
alone creates overoptimism during pros- 
perity and overpessimism during depres- 
sion. It induces people in prosperity to 
enhance their standard of life in a higher 
degree than warranted by the actual situ- 
ation, to accept a little too lightheartedly 
increases in costs, to expand their busi- 
messes more than reasonably, to overex- 
pand their bank and other credits, to go 
into risky ventures and speculations with 
more ease than they should, to overinvest 
money in fixed assets, to overestimate 
property values and to pay for new items 
more than their worth. Banks in granting 
credits make the same mistakes. When 
demand decreases, this whole artificial 
edifice begins to crack and suddenly you 
begin to understate instead to overstate as 
you did before; and so do your books. 
As a consequence, new errors of oppo- 
site character are made and the sky, which 
looked so bright before, looks much 
darker now than it actually is. One or 
two sensational failures lead to panic. In- 
stead of a moderate, natural recession, we 
experience a crash, an economic catas- 
trophe, a so-called crisis. 


How can crises be coped with in time 


The real crisis began much earlier. It 
did not arise on a single ‘Black Friday.” 
It had been latent for some time, for one, 
two, or even more years, having started 
already when the true operating profits 
as distinguished from the trend profits, 
had definitely begun to go down or had 
turned into losses. The mixed figure of 
true profits and trend profits gives no 
timely indication of the approaching dan- 
ger. The decline in the value of the cur- 
rency may have been so great that the 
total profit figure of the books expressed 
in terms of money still seems to follow 
an upward trend. When this total profit 
figure shows signs of decline it is, very 
often, the twelfth hour or even later. For 
this reason too, it is highly important to 
analyze profit and loss figures into real 
and trend profits and losses. Besides that, 
the historical study of the trends of the 
past and the conclusions drawn from 
them in respect to the imminent develop- 
ment can be carried on, and both methods 
of predicting the next development may 
well check each other. To rely only on 
the study of rhythms of the past seems to 
me fairly dangerous, since our knowledge 
about them is still in its infancy. 





The world has no place to turn 
today for regeneration except the 
United States. But if we are to ac- 
cept the challenge to save civiliza- 
tion, it means greater effort than 
that exerted during the war. There 
are no adequate substitutes for hard 
work and full production. If we are 
to win the peace, as we helped to win 
the war, we must do it by showing 
the real might of America—by jus- 
tice, by helpfulness which insists 
upon self-help, and finally by pro- 
duction and still more production. 
Only in this way can we reduce the 
cost of living and build up our re- 
serves—physical, financial and spir- 
itual. 

—BERNARD M. BARUCH 











Reserves for trend losses 


Although economic errors and mis- 
takes certainly play a major role in bring- 
ing about and aggravating critical trends, 
there are, as stated in the beginning, also 
some other factors which may influence 
adversely the succession of economic 
events. Apart from this, it will hardly be 
possible to eliminate all mistakes in econ- 
omy and to make everyone concerned with 
it to act faultlessly. For this reason, cer- 
tain precautions should be taken to meet 
the dangers of crises. 

If a businessman has not spent his 
trend profits or frozen them in fixed as- 
sets during prosperity, but retained a rea- 
sonable percentage of them as a reserve 
for trend losses in the periods of depres- 
sion, he will, generally, be able to stand 
up against the hard times. What percent- 
age of the trend profits should thus be 
reserved, must be learned in practice. At 
any rate, however, not all of the trend 
profits need to be retained for losses in 
a depression period, for as far as our ex- 
perience with essentially sound economic 
bodies goes, they remain below the profit 
figures of the preceding prosperity pe- 
riods. It would be highly desirable, that 
the formation of such reserves should be 
encouraged by exemption from taxation 
as far as they are not overstated and are 
actually used to cover trend losses only. 
Another way to secure the formation of 
such reserves would be the drastic meas- 
ure of taxing away a great part of the 
trend profits and to form a public fund 
destined to wipe out the trend losses in 
the coming depression. Such procedure 
would also mean a deadly blow to specu- 
lation and a step forward towards purifi- 
cation of competitive economy. 

Competitive economy is, as to its very 
nature, a dynamic and not a static econ- 
omy, in contrast to planned economy 
which will always tend, even if its system 
is contemplated as dynamic, to become 
static. The very force of competitive econ- 
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omy lies in its dynamic character which 
has brought with it a productivity per 
man-hour hitherto unequalled in any 
other economy. Any steps towards stabili- 
zation of prices ahd costs, among them 
also labor costs, will only weaken this 
character and thus competitive economy 
itself. Stabilized, i.e. rigid costs mean fixed 
costs, and, as we have already seen, com- 
petitive economy finds it hard to cope 
with fixed costs. On the other hand, 
competitive economy asks for a smooth 
relation between costs and prices and 
this relation should be stabilized by mak- 
ing as many costs as possible proportional. 
If we succeed in making labor costs pro- 
portional by generously schemed gliding 
scales bringing labor cost in direct pro- 
portion to output, sales, and, thus, indi- 
rectly to prices, we might have solved the 
greater part of the labor problem without 
resorting to socialistic remedies, but ex- 
actly in line with capitalistic thought. 
Such wages would naturally contain trend 
wages, part of which, in analogy with 
the profits of the employers, could be 
used for insurance against trend losses— 
lower wages or unemployment—by pro- 
viding either payments for insurance 
against losses in earning in depression pe- 
riods, or by collection in a public fund 
used for that purpose. It is natural that 
only a small part of such trend wages 
would be consumed for it, since the main 
precaution would lie in the formation of 
trend reserves out of the trend profits of 
the employers. Anyway, it would further 
ease the.situation. 

As long as no other economic system 
proves definitely to do better than com- 
petitive economy—which can boast that 
hitherto no other system created any com- 
parable wealth for any comparable mul- 
titude of human beings—and as long as 
we are not convinced that any other ideol- 
ogy produces values of higher worth than 
this advantage in the material field, we 
have the moral right to defend our pres- 
ent economic system. To be successful, we 
must see to it that our system works 
smoothly, without sputtering and _back- 
firing. For this reason we must aim to 
manage our economic system according 
to its own laws, avoid experiments with 
strange remedies, and strive for good 
management. 

eo * * 


You will find, the world over and 
throughout all history, that man has pro- 
gressed in i, 688 as government in- 
tervention has been limited to its primary 
function of protecting producers against 
violence and predation, foreign or do- 
mestic..... Stagnation, confusion and 
retrogression have developed and _pet- 
sisted in proportion as government “has 
departed from its protective function and 
has turned to interfering with the free- 
dom of producers. LEONARD E. READ. 
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Public Power and Taxes 


The observations which follow were 
presented by the author before the Engi- 
neers’ Conference, of the National Asso- 
ciation of Railway and Utilities Commis- 
sioners, held in June in Madison, 
Wisconsin. Because of widespread inter- 
est in the subject, on the part of corporate 
controllers and financial officers, Mr. 
Wehe’s paper is published with permis- 
sion in this issue. 

In a subsequent issue it is planned to 
present the substance of an address, “Fed- 
eral Resources Development as Basis for 
Increased Income to the Federal Govern- 
ment,” delivered by Dr. Paul ]. Raver be- 
fore the Pacific Coast Conference of Con- 
trollers, in May, in Los Angeles. 

—The Editors 


Although there may be much disagree- 
ment on different phases of the subject 
“Public Power and Taxes,” yet we can 
start out, I am sure, on the common 
ground that it is a subject of very material 
importance and, accordingly, is one carry- 
ing a wide interest, irrespective of 
whether one may live and work in Maine 
or California and irrespective of our eco- 
nomic and social views. I must confess, 
however, that time has not permitted the 
broad and thorough coverage that a more 
extended research would have accom- 
plished. While this deficiency may result 
in overlooking certain phases of the sub- 
ject, yet it is hoped that the broader as- 
pects will be reasonably well covered and, 
further, that no important phase of the 
problem is intentionally omitted so as to 
influence the conclusions. 

At the outset I desire to make it clear 
that it is not the intention to discuss the 
relative merits of Public vs. Private 
Power. It is and will be the purpose to ex- 
plore the general tax situation in refer- 
ence to Public and Private Power and the 
general impact resulting from the current 
tax policy on both the power industry and 
the public which it serves. Every endeavor 
will be made to look the facts clearly in 
the face and to view the subject objec- 
tively. While we must look to the histori- 
cal facts for our understanding of the 
problems encountered, yet some appraisal 
of where we may be heading calls for a 
look into the future. 

Let us first examine the power industry, 
from the point of view of the relationship 
between Public Power agencies and that 
of Private, not necessarily limiting our- 
selves to the historical but taking a glance 
into the future. 

Publications of the Federal Power 
Commission, Edison Electric Institute and 
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Electric World will be the principal 
sources of the historical statistical data 
used. 

A cursory analysis of the long-time 
trends appears to indicate that installed 
capacities are now below the normal trend 
line while energy production is above. 
This situation is not surprising in view of 
the 1930 depression period, which was 
shortly thereafter followed by the war 
years, with restrictive building and long 
hours of use. 

While no thorough engineering or eco- 
nomic study has been made, estimates are 
shown for the years 1960 and 1980 with 
the thought it would be helpful to have 
some idea as to the possible growth in the 
electrical industry. These estimates in turn 
may be used to gauge the importance of 
the continuation in the shift between Pri- 
vate and Public Power and the tax burden 
in the future utility picture. 

The gains shown in the tabulation that 
follows may well prove to be too conserv- 
ative, but there are many variables that 
could act to change the estimates substan- 


Public Power production at electric gen- 
eration has had a somewhat similar 
growth—Public Power accounting for 
18.6 per cent. at the close of 1945. 

The extent of the distribution of Pub- 
lic Power to the ultimate consumers has 
not been studied as the basic sale figures 
have not been available. 

One may logically inquire: What does 
the future hold in respect to growth in 
Public Power? Probably no one can an- 
swer this question with much certainty, 
but even a very casual review will point 
to the probability of an ever greater rate 
of increase unless some basic and funda- 
mental changes take place. During the 
last ten years, ending with 1945, Public 
Power installed capacity has almost tri- 
pled, while Private Utilities show a gain 
of but slightly more than 25 per cent.— 
though, in new capacities installed, Pri- 
vate Utilities had the larger kilowatt gain 
in the relationship of 8.4 to 7.2 million 
kilowatts. 

New gains in Public Power are not lim- 
ited to capacities brought in by new con- 





tially either way so these may be taken as_ struction, inasmuch as municipalities, 
adequate for our purpose: power and irrigation districts, and 
Population Kw Capacity Kwh Prod. 

of U. S. in Kw per in Kwh per = Capacity 
Year in Millionst Millions* Capita _ Billions* Capita Factor 
1920 105.7 L2:7 .120 59.5 372 35.4 
1930 122.8 32.3 .263 90.7 737 521 
1940 131.7 39.8 302 141.4 1,074 40.5 
1945 139.6 49.9 Re > Y 221.7 1,587 50.8 
1946 140.8 50.1 Re 3 PPV 1,580 50.7 
1960 153.4 82.0 335 340.0 2,220 47.3 
1980 163.9 115.0 3,200 52.1 


* Excludes mining and manufacturing plants, 


stations. 


+ U. S. Bureau of Census. 


The per cent. of installed capacity in 
Public Power has steadily increased since 
1920, when it was slightly in excess of 
five per cent. The tabulation that follows 
sets forth the growth, showing that in 25 
years it has increased to over 19 per cent. 
up to 1946: 


Public Power 


.702 525.0 


Kilowatts of Installed Capacity 





electrified railways and railroads, and noncentral 


R. E. A.’s also acquire’ existing produc- 
tion and distribution systems through pur- 
chase and condemnation. Witness the ac- 


‘The leverage, due to tax exemptions, places 
Public Power in a most favorable position as 
to the amount that can be paid in the acquisi- 
tion of electric systems. 


Private Power 





Per Per Capacity 
Year Amount* Cent. Amount* Cent. Total* 
1920 0.632 5.0 12.022 95.0 12.654 
1930 1.981 6.1 30.285 93.9 32.266 
1940 5.366 IS, Bs 34.399 86.5 39.765 
1945 9.627 19.3 40.230 80.7 49.857 
1946 9.660 19.3 80.7 50.050 


"—® Millions of kilowatts. 
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40.340 
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quisition of private utilities, or portions 
of their systems, in the T. V. A. and 
Bonneville areas. As a further example 
of this, it is my understanding that, with 
the purchase of the Nebraska Power Com- 
pany, the State of Nebraska is now com- 
pletely served by Public Power. In the Pa- 
cific Northwest, public utility districts are 
acquiring local distribution systems. In 
California, the Sacramento Municipal 
Utility District has just taken over an ex- 
tensive system from one of the private 
utilities. 

The potentialities, in reference to new 
construction that probably fall under Pub- 
lic Power, can, in part, be illustrated by 
federal power projects that are now pro- 
posed or under construction by the Bureau 
of Reclamation and the Army Engineers. 
These new power capacities for the Rocky 
Mountain and Western Coast states are in 
excess of 25 million kilowatts. 

If 40 per cent. of the new capacity 
added up to 1960, on the program out- 
lined, were Public Power and assuming 
but five per cent. for acquisition of exist- 
ing Private Systems, government produc- 
tive capacity at that period would have 
increased to 30 per cent. of the total. 
Looking to the next period, and allowing 
about the same rate of growth, govern- 
ment power by 1980 could quite easily 
account for 40 per cent. of the total. In 
the light of what is now taking place, the 
percentages are looked upon as conserva- 
tive. 

With this introduction there has been 
presented, in some small measure, the 
place Public Power occupies in relation to 
Private Power. We can now more apprfo- 
priately direct our attention to the subject 
of taxes. 


The Private Utilities’ Tax Bill 

The tax bill of the Private Electric Util- 
ity Companies of the United States 
reached a current maximum of 680 mil- 
lion dollars in 1943, or approximately 
24.1 cents out of every dollar of operating 
revenue. Last year taxes had fallen to 
about 606 million dollars, or 19.4 cents 
on the customer-dollar paid for electric 
service. This change, as we know, was due 
almost entirely to the removal of the fed- 
eral excess profit tax. Taxes during this 
recent period, as a matter of fact, were 
lower than normally would have resulted 
under the tax rates obtaining because of 
the heavy charges resulting from exten- 
sive refinancing that took place, as well as 
amortization write-offs that were permit- 
ted. In 1940 the tax bill was about 60 per 
cent. of the 1943 figure and averaged 
17.7 per cent. on the revenue. If we go 
back another ten years we find that the 
total Private Electric Utility tax bill was 
approximately ten cents on the customer- 
dollar. 

We know, likewise, that since the 1938 
and 1939 periods, the federal tax burden 


on Private Power has more than doubled.? 
Last year the division as between federal 
and local taxes for Private Electric Utili- 
ties was on a 60-40 basis. 

The federal and local tax burden may 
vary materially as between different states 
and with different utilities within a state. 
For example, in California the tax bill for 
the major private electric utilities reached 
a maximum of 66.4 million dollars in 
1945. Last year the figure was 50.4 mil- 
lion dollars. The division as between fed- 
eral and local taxes, expressed as a pet- 
centage of gross revenue, shows: 13.3 per 
cent. for federal; 10.1 per cent. for state 
and local; or a total of 23.4 per cent. 

The further importance of the tax item 
to Private Electric Utilities and their cus- 
tomers is shown by the fact that it consti- 
tutes the largest single item of expense. 
During 1943 and 1946 the comparisons 
for some of the larger items are: 


Amount Taxes 
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continues its rapid growth under large tax 
exemptions. 


Taxes Paid by Public Power Agencies 


Tax payments for this group are not 
readily available. We can, however, exam- 
ine the extent to which Public Power 
Agencies are taxed and draw certain com- 
parisons. 

First it may be said that, practically 
speaking, no federal taxes are paid by 
either the federal, state, or local Public 
Power enterprises. Likewise federal proj- 
ects, except T. V. A., pay no state or local 
taxes. If this same basis were applied to 
Private Power Utilities, tax savings of ap- 
proximately 363 million dollars, or 60 
per cent., would have been realized in 
1946. 

Varying amounts of state and local 
taxes are paid by the government power 
group. If to these be added payments in 


Amount Taxes 





1943 Are Greater 1946 Are Greater 

Total Taxes $680,000,000 1.00 $606,000,000 1.00 
Salaries and Wages 430,000,000 1.58 550,000,000 1.10 
Cost of Fuel 405,000,000 1.68 408,000,000 1.49 
Depreciation 307,000,000 1.98 321,000,000 1.89 
Interest on Bonds 244,000,000 2.79 196,000,000 3.09 
Preferred and Common 

E25 


Stock Dividends 


410,000,000 


Future Taxes of the Utility Industry 


As in the case of future loads, any tax 
figures should be considered merely as 
being somewhat indicative of the trend in 
the tax item without any pretense of be- 
ing precise. 

If all new plant capacity and sales were 
handled by Private Utilities, additional 
yearly taxes** ranging up to 450 million 
dollars might be expected by 1960 and 
about twice that amount by 1980. 

Thus possible utility taxes in amounts 
of from one to 1.5 billion dollars annu- 
ally (for-the two periods in question), 
show the increasing importance that such 
payments have in support of our govern- 
ment. These figures also indicate the pos- 
sible loss in tax revenue if Public Power 








1.67 


485,000,000 


lieu of taxes, widely varying results may 
be obtained. 

Extensive Congressional hearings were 
held in 1945 and 1946, before the Secuti- 
ties Subcommittee on Interstate and For- 
eign Commerce’ in which testimony was 
given on this general tax subject. 

In reference to taxes paid by Public 
Power, a utility president testified that 
“a liberal estimate of the total of such for 
1943 is $10,000,000....” He also testi- 
fied that an additional sum of at least 135 
million dollars represents the amount that 
Public Power would have paid in 1943 if 
it had carried its full share of the load. 
Included in this figure, however, is part 
of the “double taxation burden”’ resulting 
from taxes that would be levied on hold- 











1938 1940 1943 1945 1946 
Federal 5.5% 8.3% 15.9% 14.1% 11.6% 
State and Local 10.5 9.4 8.2 7.9 7.8 

16.0% 17.7% 24.1% 19.4% 





22.0% 








22 It has been assumed that federal taxes will 
be reduced almost 20 per cent while state and 
local taxes will be increased, resulting in an 
over-all charge of about $14 per kilowatt of 
installed capacity as compared to the present 
$15.05. The present 19.4 cents per dollar of 
revenue might drop to 18 cents in the future 
period. 


* Hearings dealing with “Study of Opera- 
tions Pursuant to The Public Utility Holding 
Company Act of 1935.” 


* Kinsey M. Robinson, President, Washing- 
ton Water Power Company of Spokane, Wash- 
ington. 
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ets of Public Power securities if treated 
the same as holders of Private Power se- 
curities. (This latter subject will be dis- 
cussed later.) 

The detailed figures supporting the 135 
million dollar figure indicates that 123 
million dollars would represent the direct 
Public Power tax bill in 1943 and but an 
estimated ten million dollars was actually 
paid in taxes.® 


Tennessee Valley Authority 

In so far as I have been able to find, 
the Tennessee Valley Authority is the only 
federal project except the Boulder Canyon 
Project that contributes to the support of 
local governments through direct pay- 
ments. Section 13 of the Tennessee Valley 
Authority Act provides that financial as- 
sistance shall be rendered to those state 
and local governments in which the power 
operations of the Corporation are carried 
on and in which the Corporation has ac- 
quired properties subject to state and local 
taxation. The amounts are set as per cent.® 
of the “Gross Proceeds” resulting from 
the sale of power, with a minimum of 
not less than the average of the last two 
years’ state and local ad valorem property 
taxes as levied against the power property 
purchased. 

The Act further provides that the pay- 
ments authorized “‘are in lieu of taxation” 
and that the Corporation and its opera- 
tions are expressly exempt from taxation 
in any manner or form. 

T. V. A. payments? in lieu of taxes are 
now being paid to five states in which 
T. V. A. power is distributed. (Originally 
payment was limited to two states.) Total 
cumulative payments for the 1933-1940 
period to Alabama and Tennessee totaled 
$1,039,113. Under the new higher rates 
and policy, and increase in power sales, 
payment in lieu of taxes for the five-year 
period ending 1944 amounted to $7,488,- 
129. This includes $125,049 added as 
guarantees under the minimum require- 
ments for two states. Due essentially to 
heavy war sales, actual payment included 
in the figure given was $3,100,403 over 
the guaranteed minimum. The over-all di- 
vision as between payments to counties 
and state governments (no payments are 
made to municipalities) was nearly 
equally divided—51.3 per cent. going to 
the counties. 


> Only estimates found purporting to indi- 
cate what the Public Power tax burden would 
be if placed on a parity with Private Power. 


* Section 13 gives the percentages applicable 
to the “Gross Proceeds” from power sales, 
beginning July 1, as: 1940—10%; 1941— 
9%; 1942—8%;  1943—7¥2%; 1944— 
7%; 1945—612%; 1946—6%; 1947— 
5% ; and, 1948 and each fiscal year there- 
after as 5%. 

"Based upon ‘Report on Section 13 of The 
T. V. A. Act’? by The Board of Directors of 
the Tennessee Valley Authority, dated Decem- 
her 22, 1944, to the Congress. 


During this same period ‘Gross Pro- 
ceeds,” as defined under Section 13, 
amounted to approximately $117,688,000. 
Thus payments in lieu of taxes amounted 
to about 6.4 per cent. on each dollar of 
such power revenue. According to the 
schedules, this rate will stabilize out at 
five per cent. beginning with the 1948 
fiscal year. 

What tax payments on T. V. A. Power 
operation would be used if taxed at the 
same rate as Private Utilities is not 
known, but it is apparent that such taxes 
might be several times higher than repre- 
sented by the in-lieu tax payments. 


Columbia River Power System 


The statutes under which the Bonne- 
ville Power Administration operates do 
not require nor in fact permit the pay- 
ments of taxes or any in-lieu tax pay- 
ments. It may be urged that the support 
given the irrigation phase of the Colum- 
bia River Project is an indirect tax support 
supplied by the power features of the 
project. 

The two federal Columbia River proj- 
ects at Bonneville and Grand Coulee, are 
second only to T. V. A. in size, having a 
present installed capacity of 1,176,400 
kilowatts (during the war 150,000 kilo- 
watts greater) with an investment as- 
signed to power of about 275 million dol- 
lars. Annual gross revenues were nearly 
20 million dollars last year. The results of 
operations for the fiscal year ending June 
30, 1946, as per report of the Authority, 
show net revenues from power operation 
of $4,754,895. The previous year’s earn- 
ings, with war sales, exceeded 8.6 million 
dollars. Each of these earnings are before 
repayment of the federal loan. 

Any estimate of what tax payments 
would be if operated as a Private Utility 
are necessarily speculative and would re- 
quire more study and facts than I have 
been able to give or secure if an accurate 
estimate were to be made. It may be help- 
ful, however, to see the approximate mag- 
nitude of such a tax figure. 

If the 19.4 per cent. be applied to reve- 
nues assigned to Power (the Nation’s 
average for Private Utilities), a tax bill 
of approximately 3.8 million dollars 
would result. If a more detailed analysis 
be made giving consideration to the State 
of Washington’s local tax rates, a tax of 


Nature of Tax 


Amount of Tax 
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somewhat over four million dollars might 
be developed, or about 20.7 per cent. of 
the power revenue.§ (See columns 2 and 3) 


Boulder Canyon or Hoover Project 


While the Boulder Canyon power proj- 
ect pays no taxes, it is fully self-liquidat- 
ing, including the flood control feature. 
It does pay annually 300 thousand dollars 
to each of the states of Nevada and Ari- 
zona out of its receipts from sale of 
power. Section 618 of the Boulder Canyon 
Project Act further provides that in case 
these states assess any taxes (and it recog- 
nizes the right of the state to assess non- 
discriminatory taxes) said tax assessments 
shall first be deductible from the annual 
payments referred to. 


Government Power in California 


Government distribution of power in 
California, while materially less than in 
the Pacific Northwest, is increasing. In 
1945 electric power revenues of munici- 
palities totaled 52.5 million dollars (Irri- 
gation Districts and R. E. A.’s totaled 5.3 
million dollars) compared to 203 million 
dollars by privately-operated utilities. In 
the former figures are revenues of 38.8 
million dollars from the Bureau of Water 
and Power of the City of Los Angeles. 
(In 1946 such revenues were approxi- 
mately 42 million dollars.) The latter sys- 
tem is understood to be the largest electric 
power municipal undertaking in the 
United States. 

It is estimated that the Bureau’s electric 
department would have incurred taxes of 
approximately 8.5 million dollars or more 
during 1946, if operated as a Private 
Utility. Such taxes Fivide 8.7 per cent. to 
local and 11.7 per cent. to federal for a 
total of 20.4 per cent. of each dollar of 
electric revenue. This compares with 23.7 
per cent. paid by the Southern California 
Edison Company Ltd.® which operates in 
adjoining areas. 


°The 1946 report of the Bureau includes 
189 thousand dollars in local taxes paid on 
property outside the city of Los Angeles. The 
Southern California Edison Company Ltd. re- 
ports taxes for 1946 in the amount of some 
17.4 million. On a gross electric revenue of 
$73,173,181, the above taxes represent 23.74 
cents on each dollar, of which 14.23 cents is 
federal and 9.51 cents is state and local. The 
division between the two is close to the na- 
tional average of 60 per cent federal and 40 
per cent local. 


Per Cent of 
Allocated 


Investment 


Per Cent of 
Gross Revenue 





State and Local $3,580,000 18.1 1.3 
Federal 447,000 2.6 16 
Total $4,027,000 20.7 1.46 














Federal taxes reflect the small taxable income subject to such taxes. (For the previous year, such 
taxes would have been very material.) No energy tax is included, as no direct retail business sales 
are made. Other federal taxes, amounting to possibly 40 or 50 thousand dollars have been ignored. 
It should be further noted that interest obligations in excess of 5.2 million dollars, included as 
deductions in figuring the federal income tax, are understood not to have been paid. 
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Effective January 1, 1947, Sacramento 
Municipal Utility District took over ap- 
proximately 653 square miles of territory, 
including the city of Sacramento, from 
the Pacific Gas and Electric Company as 
the result of condemnation proceedings by 
the District. Revenues received in 1946 
by the Private Utility were $5,863,000. 
Initially at least all of this taxable revenue 
will not be lost as the Private Utility will 
wholesale to the District. On the basis of 
the $5,863,000 figure, wholesale revenue 
is estimated at $1,988,000. 

On this original business, the Private 
Utility paid taxes of approximately one 
million dollars a year. Of this, some 300 
thousand dollars was paid in state and lo- 
cal taxes. 

Central Valley power sales are at pres- 
ent disposed of to Pacific Gas and Electric 
Company under an interim contract. 
Gross revenues, under partial capacity 
output, amounted to approximately 3.7 
million dollars last year. It is planned also 
to wholesale to municipalities and other 
Public Power enterprises as contracts and 
transmission facilities may be developed. 
No taxes, either federal or local, are paid. 


Arguments in Support of Tax Exemption 
of Public Power 


While there are many ramifications to a 
subject as extensive as this one, the basic 
philosophy, from which the general the- 
sis of tax exemption stems, appears to re- 
side in the premise that through the de- 
velopment and availability of low-rate 
power, new productivity and wealth are 
created. Such new wealth in turn forms 
the basis for new taxable income, and 
taxes and the loss of taxes from Public 
Power Systems, through exemption, be- 
come secondary in the over-all tax picture. 

In reclamation projects, and particu- 
larly those of a multiple-purpose type, 
wherein power revenues contribute to the 
support of irrigation and other functions, 
the justification for tax exemption is fur- 
ther stressed. 

The T. V. A., Bonneville, and Central 
Valley projects would be urged as exam- 
ples of such benefits. 

In the report of the Board of Directors 
of the Tennessee Valley Authority to the 
Congress, dated December 22, 1944, un- 
der “Benefits of The TVA Program” the 
following is expressive of this viewpoint: 


“Increases in taxable values and taxpaying 
capacity occurring in connection with the TVA 
program are of greater importance to state and 
local governments than original tax losses or 
in-lieu tax payments. The numerous and varied 
economic benefits include such items as protec- 
tion from floods, lower-cost electric power, in- 
creased supply of power, river transportation, 
new recreational facilities, agricultural devel- 
opment, reforestation, new manufacturing 
plants, and new methods for processing and 
agricultural, mineral, and forest products of 
the area. Only a small portion of these benefits 
may be convertible into tax dollars during any 
single year; nevertheless, the general progress 


indicated in these and other factors furnishes 
the best possible assurance of long-range im- 
provements in governmental finances and serv- 
ices." 


In support of higher use of electric 
service, the 1946 annual report of 
T. V. A. shows an average household use 
of 1,903 kilowatt-hours in the T. V. A. 
area as compared to a national average of 
1,290 and an average rate of 1.85 cents 
compared to 3.31 cents per kilowatt-hour 
for the nation. 

In the publication by the Bonneville 
Power Administration, entitled ‘‘Federal 
Public Power and Taxation in the Pacific 
Northwest,” the benefit to the area of 
new industrial growth is stressed. For in- 
stance, it states “The ability of Federal 
power to attract new industries is substan- 
tially increasing the taxable wealth of the 
region and in many cases reducing tax 
rates.” Examples are given showing that 
the 1945 tax bill of 12 new plants total 
$734,000 with an estimated $275,000 of 
additional taxes on worker's housing. 

Industry, particularly electro-process 
plants, operating at high annual load fac- 
tors, and Publicly-owned and Private Util- 
ities receive favorable power rates.1° 

The basic characteristics of the Central 
Valley’s development are quite similar to 
other large multiple-purpose reclamation 
projects. Power!! earnings under the Act 
are to assist other features of the project, 
particularly irrigation. 

The justification for tax exemption for 
local power districts, cooperatives, and 
municipalities are urged for somewhat 
similar reasons, though in many instances 
with less force because of the more lim- 
ited nature of their operations. 

It is pointed out, however, that while 
municipal power systems may pay little or 
no taxes, that actually in-lieu payments 
are made, which include cash contribu- 
tions and free electric service!? which, in 


The aluminium industry, accounting for 
nearly 44 per cent of the sales in 1946, earned 
an average rate of 2.37 mills while Privately- 
operated Utilities paid about 2.42 mills, and 
Publicly-owned Systems, purchasing about 11 
per cent, paid 2.72 mills per kilowatt-hour. 

" Shasta power is now wholesaled to Pacific 
Gas and Electric Company on an interim con- 
tract basis. Firm power so sold would average 
3.375 mills. During 1945 and 1946, secondary 
energy has been available, making the overall 
cverage rate for power purchased 2.85 and 
2.53 mills per kilowatt-hour, respectively. 

In accordance with the Reclamation Act, the 
Bureau is taking steps to wholesale power 
directly to municipalities and other public 
districts. The interim rate announced is sharply 
lower than that of the Private Utility. 

The Federal Power Commission issued a 
report for the year 1936 covering ‘Rates, 
Taxes and Consumer Savings.” Municipal 
plant payments in terms of “base revenues” 
were: Taxes—I1.2 per cent; free service—8.8 
per cent; and contributions 16.8 per cent; or a 
total of 26.8 per cent. The corresponding figure 
for Privately-operated Utilities was 14.4 per 
cent made up almost entirely of tax payments. 
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many cases, are equal to or greater than 
the Private Utility tax. In some states, 
power districts and cooperatives pay local 
taxes in varying degrees. 


Arguments in Support of Eliminating Tax 
Exemption for Public Power 

Arguments in support of this position 
appear in large measure to reside in and 
stem from the economic disadvantage and 
discriminating position such tax exemp- 
tions place upon Privately-operated Utili- 
ties, as well as upon the tax-paying pub- 
ic. 

In reference to the economic disadvan- 
tage, it is pointed out that Private Power 
is in fact subject to a double taxation; 
first, in reference to the direct taxes paid 
as a result of its operations and income 
earned; and, second, the income taxes 
paid on the interest and dividends by the 
owners of the Private Power bonds and 
stocks. Tax payments by Private Power 
have already been presented showing that 
it reached 24.1 cents out of every dollar 
collected in 1943 and last year it stood at 
19.4 cents. Further, that the federal tax 
portion was 60 per cent. of the total. That 
with Public Power paying no federal tax 
and from nothing to small local taxes,}8 
the economic advantage of tax exemption 
for Public Power is indeed very great. 

It is urged that the tax exemption fea- 
ture of various types of bonds used to fi- 
nance Public Power results in a lower ef- 
fective interest rate than Private Power 
can realize. 

In support of this latter claim, a glance 
et any yield list of municipal tax-exempt 
bonds, along with similar lists of equally 
high-rated Private Utility issues, will 
show a spread of one per cent. or more in 
the interest rates. It is stated further that, 
since municipal plants, power districts, 
and federal projects usually raise all their 
capital requirements from tax-exempt 
bonds (other than that secured from earn- 
ings and donations from taxes), the dif- 
ferential advantage to Public Power over 
Private is indeed very substantial. 

This higher cost of capital results in an 
economic disadvantage to Private Power, 
as interest cost is an important element 
and, with taxes, often accounts for 60 pet 
cent. or more of the total costs of opera- 
tion in electric properties. 

Discriminatory features of tax exemp- 
tion are many. It is pointed out that it 
provides a special privilege that is not 
available to Private Power and results in 
unfair competition that is destructive to 
Private Operations. Discrimination fur- 


* Private Power interests claim that “free” 
services and contributions are, in part, made as 
offsets for many services that the city gives to 
its municipal plant and that these latter are not 
usually reflected in figures given out. Likewise, 
cost contributions to the general support of the 
city are more in the nature of dividend pay- 
ments, with little if any definite fixed obliga- 
tion to pay. 
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ther places unequal cost burdens on dif- 
ferent segments of the population, with 

reference to some and disadvantages to 
others. This occurs, first, in increasing the 
over-all tax burden (particularly the fed- 
eral) to enable special benefits to be be- 
stowed on limited segments of the popu- 
lation, such as the T. V. A. area, and 
also results in sharp differences in taxes 
paid through electric rates as between dif- 
ferent sections of a county, state or states, 
depending upon whether Public or Pri- 
vate Power is consumed. 

In reference to tax-exempt bonds, par- 
ticularly revenue bonds of municipalities, 
power districts and others issued to finance 
Public Power, these provide a haven and 
an escape for money interests from their 
fair and proper contributions for the sup- 
port of the government. In 1945, an offi- 
cial of the Bureau of Internal Revenue!® 
testified before a congressional committee 
that holders of private gas and electric 
company securities paid income taxes in 
1943 estimated at 269 million dollars on 
the interest and dividends received from 
such holdings. It is estimated that of this 
sum, the holders of electric securities paid 
about 210 million dollars for income 
taxes. On the hundreds of millions of dol- 
lars of tax-exempt bonds in the public 
hands, that have been used to finance 
Public Power, no income tax payments 
were or are made. Such a situation is held 
to be a clear and basic case of discrimina- 
tion, especially against the large groups 
of our people that hold and pay income 
taxes on securities issued by Private Cor- 
porations that are not tax exempt. 


Discussion 

The broad views supporting the princi- 
pal contentions as to the justification of 
tax exemptions and the elimination of 
such tax exemptions in reference to Pub- 
lic Power projects have been presented. 
Let us now further examine some of these 
contentions. 

It is probably not within the scope of 
this paper to establish with certainty 
whether new wealth, flowing from an 
area with low-rate tax-exempt government 
power, is sufficient justification for that 
tax exemption assuming, for argument, 
that such new wealth from that region 
creates an added taxable base that will re- 
sult in new taxes equal to or greater than 
those lost through the tax exemption. 

There are many factors to be considered 


“In a paper by David J. Guy of the Cham- 
ber of Commerce of the United States, entitled, 
“Tf Business Could Operate Like TVA,’ it is 
shown, among other things, that the lower 
electric rates and other advantageous features 
of the T. V. A. are secured in large part from 
appropriations from the Federal Treasury and 
are not self-supporting. 

SW. F. Sherwood, Assistant Commissioner 
of International Revenue, before the Securities 
Subcommittee of the Committee on Interstate 
and Foreign Commerce. 


The Controller, November, 1947 


—in the first place, the degree to which 
the new regional wealth is added to the 
nation’s total. If any regional gain is at 
the expense of another section of the 
country, through movement of industry, 
would not the Nation’s gain be limited to 
the net as between the two sections in 
question ? 

We, on the Pacific Coast, are now ap- 
parently the recipient of a mass migration 
as to both population and industry. A re- 
view of the census figures will show the 
loss in many sections of our Nation, thus 
changing the balance and division in our 
productive wealth and, incidentally, the 
tax base and tax payments. 

In my own state, which I believe has 
the greatest growth of all, industry is com- 
ing in in greater number. While we pride 
ourselves on low-rate power, and 81 per 
cent. is through Private Utilities, yet I 
would be presumptive to credit such new 
productive wealth to low-rate power, 
though it is undoubtedly a secondary fac- 
tor in determining plant location. It is 
true, however, for certain types of indus- 
try, such as the electro-chemical, that have 
located in the Pacific Northwest and also 
in California, low cost power is probably 
one of the most important if not the de- 
termining factor as to plant location. 


CREDIT FOR GAINS 


It appears to me that Public Power 
should pause in its claim that (assuming 
it to be so) new wealth through its activi- 
ties is reasonable or sufficient grounds for 
tax exemption. Is it not the history of 
these United States, that our present high 
standard of living and high per capita 
wealth is due in no small measure to tech- 
nological and industrial development of 
the nation ? 

In passing on these resulting gains to 
the ultimate consumers, has not industry 
carried its assigned tax burden all along 
the way and is it not continuing to do so? 

Again, in referring to the new wealth 
created in a Public Power area, it would 
be amiss if reference were not made to 
the difference in views between the par- 
ties as to the extent that such may or may 
not result indirectly from federal appro- 
priations not returned. 

This is a controversy not within the 
scope of this paper except to observe that 
independent regulatory control should go 
a long way to establish more uniform 
standards and hence remove the source of 
much present misunderstandings. 

Probably the discriminatory aspects of 
tax exemption are even more far-reaching 
and important than the economic, though 
both are closely related. We have seen 
that in the case of Private Utilities, the 
tax burden that consumer rates must carry 
are very substantial, and hence such op- 
eration must be carried on at a great dis- 
advantage. In other words, the utility is 
made the tax collector. Tax exempt Pub- 
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lic Power securities offer another barrier 
and make possible preferentially lower 
government rates. 

Private Power customers are further dis- 
criminated against in that they must make 
up in their tax bills for the failure of the 
municipal power systems or other Public 
Power agencies, to pay their proper por- 
tion of the local, state or federal taxes 
while at the same time such Private Utility 
customers (we shall assume) are paying 
a higher electric bill, since the bill carries 
the added tax increment. 

It has been suggested that one solution 
of this unfair economic and discriminatory 
tax situation might be to reduce the taxes 
on Private Utility operations rather than 
place or increase taxes on Public Power 
operations, the thought being that the 
benefits derived from low-cost energy will 
be multiplied in higher standards of liv- 
ing and any impediment to such increased 
use in the form of taxes should be mini- 
mized. While such a plan has some merit, 
yet it would multiply this very discrimi- 
natory feature of tax exemption that is 
now objectionable and, further, it prob- 
ably would merely be the beginning of 
like demands on other classes of basic 
necessities. 

At this time, and probably for any fore- 
seeable future period, one of govern- 
ment’s pressing needs will be to obtain 
sufficient revenues to meet its fiscal re- 
quirements and at the same time not stifle 
the productive and earning capacity of its 
people. Accordingly, the objective, seem- 
ingly, should be to increase the tax base 
with as fair and as equitable a distribution 
between all classes and segments of our 


population as possible. 


Conclusion 

What conclusions may rationally be 
drawn? First, before we consider the tax 
questions as such, may I say that govern- 
ment development of power, in my opin- 
ion, unquestionably has a definite place in 
our power economy program. This, I 
think, is particularly true for multiple- 
purpose reclamation projects, such as 
T. V. A., Bonneville, Central Valley, and 
the Missouri undertakings, where power 
development may help support other 
beneficial features that are not in them- 
selves self-supporting. The economic justi- 
fications for other types of government 
power undertakings may be less clear, de- 
pending upon local circumstances. Many, 
too, would point to the desirability of 
maintaining government power as an ef- 
fective yardstick for comparing private 
company operations. Under present con- 
ditions of wide disparity in such matters 
as taxes, such comparisons have but little 
validity. Surely, no other conclusion rea- 
sonably can be drawn other than that 
there must be a better equalization as be- 

(Please turn.to page 580) 
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/ Scanning the Controllership Scene 








Wages Tied to Working Fund 

Union representatives of 1,300 Rutland Railway employees 
recently got together with the road’s trustees at Rutland, Ver- 
mont, in an agreement that seems just about ideal for all 
concerned. 

Railroad Trustee William E. Navin announced that the 
employees had agreed to accept a wage cut of six cents an 
hour because the road’s working fund was down to $382,000. 
The agreement provides that when economy has built the 
working fund up to $500,000, the wage cut will be abro- 
gated. 


Record Sum Being Spent for Plant and Equipment 

If American industry does what it plans to do, it will 
spend the largest sum on record for new plant and equip- 
ment in 1947. Planned expenditures, of course, are subject 
to a margin of error because businessmen may change their 
intentions but the latest estimates indicate that the 1947 to- 
tal will exceed the previous peak of 12 billion dollars spent 
in 1946, and will be more than twice the 1929-1945 annual 
average. Even after allowing for higher prices this year, 
such vast expenditures are impressive, observes the Business 
Bulletin of the Cleveland Trust Company. Certainly they 
help to explain why no serious relapse in business activity 
has yet appeared, it adds. 

Plant and equipment expenditures ave the driving force 
behind the efficient operation of the nation’s industrial ma- 
chine, and changes in their level strongly affect the ups and 
downs of general business. All through the decade of the 
1930's these expenditures were at a relatively low point, so 
that part of our capital equipment was becoming old and in 
need of replacement. During the war a large capital expan- 
sion took place in order that vital war materials could be 
turned out as rapidly as possible. Much of this was financed 
by the government, but since the end of the war some of it 
has been purchased by industry for peacetime uses. How- 
ever, after V-] day there still remained a great need for 
more and better plant and equipment capacity, and this 
brought about the rapid increase in private expenditures in 
the postwar period. 

Private expenditures picked up in 1944 and 1945, and 
the annual rate rose very rapidly throughout 1946. The first 
quarter of this year dropped back, the actual expenditures 
being some eight per cent. below what had been expected. 
But planned expenditures for the second and third quarters 
indicated a resumption of the up-trend, although the rate 
of gain appears to be leveling off. 


Views Clash on BIR Fund Cut 
The $20 millions cut in operating funds of the Bureau 
of Internal Revenue, recently voted by Congress, will mean, 
according to Bureau officials, a reduction of 5000 in en- 
forcement personnel and the resultant loss of at least 


$400,000,000 in taxes that would have been collected. The 
officials contend that they collect at least $20 in taxes for 
every $1 spent on enforcement. : 

Congressmen who fought for the appropriation slash 
contended there was inefficiency in the bureau and that the 
cut could be taken up without seriously affecting the en- 
forcement division. 

The cut, Bureau officials said, would leave only 22,000 
enforcement personnel to check the accounts of 55 million 
individual taxpayers, 550,000 corporation taxpayers, 750,- 
ooo partnerships and thousands of trusts. 


Tax Claims Must Be “Spelled Out” 


When is a claim not a claim? This question, pertinent to 
securing a tax refund for overpayment, had further light 
shed on it recently, the “New York Journal of Commerce” 
observes, in pointing out that apparently there is no “claim” 
if you have engaged in a correspondence with the Revenue 
Bureau protesting a threatened finding of a deficiency in taxes, 
when you know you have over paid. The Tax Court said it 
would not be too technical about the exact form of a claim, 
but a protest just is not going to court. 

Nor will an implied or an expressed intention to file a 
claim in the future count as a claim. “The intention must be 
so evidenced as to spell out a claim,” it is explained. 

Moralizing on the fact that the “Government should not 
in good conscience retain taxes in excess of those due,” the 
Tax Court pointed out that certain “formalities” must none 
the less be observed, and the spelling out of a claim is one 
if tax rebates are to be made. 


Business Is Plowing Back Profits 


This year, as in 1946, American business is observing a 
most conservative dividend policy, declares The New York 
Times, which also states that the high cost of replacing 
worn-out machinery and equipment and the ever-increasing 
employe wage bill have caused industries to earmark a larger 
than normal share of their earnings for these two purposes. 

Last year the amount paid out in dividends by domestic 
businesses was only about half as large a percentage of the 
national income as has been customary in our history, ac- 
cording to a finding of the National Association of Manu- 
facturers. Almost three out of every five dollars of earnings 
was plowed back into the business by American industries 
im 1946. 

Last year also, wages and dividends paid out by private 
industry in the United States were seventeen times as large 
as corporate dividends to stockholders. Wages and salaries 
in 1946 are estimated at $87.4 billions, compared with cor- 
porate dividends of $5.1 billions. But the NAM points out 

. “that was one of the reasons why production has 
increased so fast; and why today we have 60,000,000 peo- 


ple at work.” 
—PauL HAASE 
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Or balance your checkbook, or help you to 
master black magic. 

The Comptometer Payroll Plan is not all 
things to all men. But what a job it does in 
the office, where it makes original postings 
yield final results! 

The Whether your payroll is large or small, this 
for superbly simple plan posts directly to the em- 
ployee wage statement. It takes care of five 
operations—on one short form—in one writing. 
ash IT WON’T MAKE THINGS EASIER FOR CUPID No wonder cost-conscious management falls 
the in love with it at first sight! 
- Gone for good is endless copying, and the 
costly errors that can result from copying. 
ee Gone too are involved bookkeeping, eternal 
on posting and filing. Yet no elaborate machines 
0,- are needed. Less labor is needed. 
Your nearest Comptometer representative 
will furnish complete money-saving details. 
t ComPTOMETER 
’ ADDING-CALCULATING MACHINES 
n” Made only by Felt & Tarrant Manufacturing Co., 
jue Chicago, and sold exclusively by its Comptometer 
es, Division, 1734 N. Paulina St., Chicago 22, Illinois. 
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Christian E. Jarchow, vice president 
and comptroller of the International Har- 
vester Company, Chicago, was unani- 
mously elected president of the Control- 
lers Institute of America at its Sixteenth 
Annual Meeting, on October 20, in the 
Hotel Drake, Chicago. Mr. Jarchow, who 
served as a vice president of The Insti- 
tute for the 1946-47 term, will fill a one 
year term. 

At the same time, as a result of revision 
of the by-laws of The Institute, John H. 
MacDonald, administrative vice president 
of the National Broadcasting Company, 
New York, and president of The Insti- 
tute during the past year, was elected 
chairman of the National Board of Di- 
rectors. This is a newly created position. 
Like Mr. Jarchow, Mr. MacDonald is 
serving a one year term of office. 

Both Mr. Jarchow and Mr. MacDon- 
ald, who were represented with feature 
articles in the September, 1947 issue of 
THE CONTROLLER, are long-standing 
members of The Institute and have been 
prominently active in its work for many 
years. 

Mr. Jarchow has been a member of 
The Institute since November, 1935, and 
holds certificate number 568. 

Mr. MacDonald is the holder of The 

Institute’s membership certificate number 


56, by virtue of election in March, 1932. 
He is now 21 in the list of active mem- 
bers of The Institute. 

Mr. Jarchow, who has been associated 
with International Harvester Company 
since 1914, is well known to members of 
The Institute, having addressed local 
meetings and regional conferences during 
bygone years, most recently at the Mid- 
western Spring Conference of The Insti- 
tute, in Pittsburgh, in May. During 1945, 
Mr. Jarchow served as chairman of The 
Institute's Committee on War Contract 
Termination Policies and Procedures. 

In the Controllers Institute, Mr. Mac- 
Donald has served on the National Board 
of Directors for a three-year term, begin- 
ning 1939, and then as a member of the 
advisory council for a four-year term, 
which was concluded on August 31, 1946. 
Chairman of The Institute’s Executive 
Committee for 1941-1942, Mr. MacDon- 
ald had previously served as chairman 
of the National Committee on Education 
for the 1937-1941 terms. In the fiscal 
year, 1932-1933, he was chairman of The 
Institute’s National Committee on Publi- 
cations. Mr. MacDonald also served as 
president of the New York City Control 
during 1938-1939 and, subsequently, was 
a member of the Advisory Council of that 
Control through the 1945 term. 


Controllers Face Vital Tasks 


By Christian E. Jarchow 


Vice President and Comptroller 
International Harvester Company 


Upon the occasion of his acceptance of 
the presidency of the Controllers Institute 
of America, in Chicago on October 20 at 
the 16th Annual Meeting of The Insti- 
tute, Mr. Jarchow presented the following 
observations: 


I could not begin these remarks with- 
out expressing my sincere appreciation to 
my colleagues of the Controllers Institute 
of America for the honor they have ac- 
corded me. I accept the presidency of The 
Institute with a deep sense of obligation 
and responsibility. 

My sense of responsibility is height- 
ened by the splendid records of accom- 
plishment established by my able prede- 
cessors in this office. 

One measure of the success this organi- 
zation has had in the past is to be found 
in its growth. From a small beginning six- 
teen years ago, the membership of The 
Institute is now over 3,000. While size is 
important, it is not nearly so important as 
the professional standing of our member- 


ship. Neither is it so important as the 
contribution we can make toward better 
business management. Our membership 
represents nearly all types of commerce 
and industry throughout the United 
States. We can make an outstanding con- 
tribution in developing a better apprecia- 
tion of how our economy functions. 

It can truthfully be said that ever since 
the Controllers Institute of America was 
organized, there has never been an ex- 
tended period of normal business. The 
Institute has been faced with problems 
arising out of the depression of the early 
1930's, the social and political experi- 
ments of the middle and late 1930's, and 
the difficult years brought about by the 
greatest war in history. Now we find our- 
selves in a post-war period of uncertainty, 
with whole sections of the world in de- 
spair. 

Certainly the conflict of political and 
economic ideologies throughout the world 
was never greater than it is today. In our 
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own country there is much difference of 
opinion among powerful political and 
economic groups as to the effectiveness of 
the capitalistic system and the equitable 
division of the fruits of industry. 

In all this conflict of ideas the Con- 
troller occupies a unique position. The 
Controller, by the very nature of his work, 
is a fact finder. He analyzes and interprets 
the facts and makes them known in the 
simplest manner possible, notwithstand- 
ing the increasing complexities of busi- 
ness. 

There are widespread misconceptions 
about the facts of business. This is con- 
firmed by public opinion polls. These mis- 
conceptions include such things as the size 
of earnings of American business, the te- 
lationship of earnings to sales and to in- 
vested capital, and the distribution of 
gross income among employes, stockhold- 
ers, and for reinvestment in the business. 

It is in this connection that the newer 
obligation of the controller becomes evi- 
dent. It is no longer enough for us as con- 
trollers to be good fact finders. We must 
be able to interpret these facts to the pub- 
lic in a simple manner, and we must un- 
derstand the impact of these facts upon 
the controversies and misconceptions 
which are so prevalent today. 

All this means, I believe, that we as 
controllers, along with industrial relations 
and public relations men and_ business 
management generally, must be ready to 
assume the obligation of keeping the pub- 
lic better informed about our economy. 

Without in any way minimizing the 
importance of the many other undertak- 
ings within our organization, I believe 

(Please turn to page 584) 
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MR. MacDONALD 


President's Report 
for 1946-47 
By John H. MacDonald 


Administrative Vice President, 
National Broadcasting Company 


In accepting the nomination as Presi- 
dent of the Controllers Institute of 
America last year, I said, among other 
things, that The Institute would be op- 
erated this year for the benefit of all the 
members. I said also that I preferred to 
tell you of actual accomplishments at this 
time rather than to make fine sounding 
promises which might not materialize. 
What I have to say today is a report on 
the accomplishments of our Institute dur- 
ing the past year. 

The work of the year may be divided 
into two major parts. The first has to do 
with the reorganization of The Institute’s 
own affairs so that it may be of greater 
service to all of us. The second part will 
have to do with work of the national com- 
mittees, regional and annual meetings, and 
the publication program, all of which rep- 
resent the real work which The Institute is 
organized to do. 


REORGANIZATION OF THE INSTITUTE’S 
Own AFFAIRS 


You will recall that last year past 
President Edwin E. McConnell appointed 
a Survey Committee to study the work of 
The Institute and especially its internal 
Organization. The Survey Committee 


made an extensive study and submitted its 
recommendations to the National Board. 
These recommendations were based on 
both personal and mail contacts—princi- 
pally the latter—with the officers of all 
Controls, who in turn consulted their 
members before replying. The final report 
of the Survey Committee was presented 
briefly to you at the convention last year. 

At the first meeting following last 
year’s convention, the National Board of 
Directors carefully considered every rec- 
ommendation of the Survey Committee. 
The Board then turned over all the recom- 
mendations to the National Planning 
Committee to consider further, to work 
out details, and to report back to the 
Board. 

After several months of intensive work 
and a number of meetings, the Planning 
Committee reported its recommendations 
to the National Board. The Board in turn 
considered the recommendations of the 
Planning Committee most carefully. In 
some cases changes were made, but in the 
main the Board approved the recommen- 
dations of the Planning Committee and 
has since submitted them to you for your 
approval. I should like to point out that 
the acceptance by the Planning Committee 
and the National Board of Directors of 
substantially all the recommendations 
made by the Survey Committee is com- 
pletely in line with my statement of a 
year ago, which I have mentioned in an 
earlier paragraph, namely, that The In- 
stitute would be operated this year in ac- 
cordance with the desires of and for the 
benefit of the majority of the members. 

All the rearrangements with respect to 
the internal organization of The Institute 
were brought to a head in the proposed 
changes in the by-laws on which the ma- 
jority of you have already voted. As you 
know, the more important of these 
changes were the increase in the annual 
dues from $35 to $50, with a correspond- 
ing increase in the per capita allotment to 
controls from $3 to $5 which, however, 
does not require formal membership ap- 
proval; the grouping of all 36 Controls 
into nine geographical regions; the en- 
largement of the National Board to 33 
members in order to give more adequate 
representation on the Board to all Con- 
trols; and the establishment of the new 
office of Chairman of the Board. 

The Survey Committee also recom- 
mended that consideration be given to the 
retirement of Mr. Arthur R. Tucker and 
that a special pension arrangement ‘be 
made for him. This was obviously both a 
delicate and an important matter. For this 
reason I appointed a special committee 
consisting of Mr. Frank J. Carr, the first 
President of The Institute; Mr. E. W. 


Burbott, who is also a past National Presi- 
dent; Mr. Kelly Y. Siddall of Cincinnati, 
Chairman of the Budget and Finance 
Committee this past year; Professor Ross 
G. Walker of Boston, Chairman of the 
Committee on Education and a Trustee of 
the Controllership Foundation this year; 
and myself, ex officio. After careful con- 
sideration, this committee recommended 
to the National Board, and the Board ap- 
proved unanimously, the continuance of 
Mr. Tucker's services during the current 
fiscal year, his retirement on August 31, 
1948, at a pension of one-half of his cur- 
rent salary for five years, and continuance 
of that pension at a rate of 40 per cent. 
of his current salary thereafter for life. I 
signed a contract covering this arrange- 
ment with Mr. Tucker last June. 

I appointed another special committee 
consisting of Messrs. Christian E. Jarchow 
of Chicago, Stanley W. Duhig of New 
York, Daniel M. Sheehan of St. Louis, 
and Ross G. Walker of Boston, and again 
myself, ex officio, to determine the quali- 
fications for a successor to Mr. Tucker 
and to select the man. This committee is 
determined to secure a first-class man. A 
few names have been considered briefly, 
but active search has not yet started be- 
cause it was necessary to wait for formal 
action by the members on the dues in- 
crease and other organization matters be- 
fore approaching anyone seriously. Obvi- 
ously members of the new National Board 
also must meet and approve the new man. 
For these reasons, there is nothing spe- 
cific to report to you at this time, but of 
course you will be advised as soon as pos- 
sible. Personally, I would like to get him 
started shortly after the first of the year, if 
possible, so that he may have ample time 
to become acquainted with the work be- 
fore Mr. Tucker's retirement. 


COMMITTEE WoRK, REGIONAL AND AN- 
NUAL MEETINGS, AND PUBLICATION 
PROGRAM 


Printed reports of the work of all com- 
mittees are available here, so I shall not 
take your time to repeat or even attempt 
to summarize their contents. However, I 
want to commend especially Mr. Kelly 
Y. Siddall, Chairman of the Budget and 
Finance Committee; Mr. Noel E. Keeler, 
Chairman of Executive Committee; Pro- 
fessor Ross G. Walker, Chairman of 
Committee on Education; Mr. Daniel M. 
Sheehan, Chairman of Committee on Co- 
operation with American Institute of 
Accountants; Mr. Oscar N. Lindahl, 
Chairman of Committee on Federal Taxa- 
tion; Mr. Edwin E. McConnell, Chair- 
man of Advisory Committee on Federal 
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Reports; and Mr. H. P. Buetow, Chair- 
man of Committee on Technical Informa- 
tion and Research for the fine and active 
work which their committees have done 
throughout the year. 

A number of the Controls also have es- 
tablished local committees to study vari- 
ous functions of the controller and to 
report their findings to the membership 
of the Control. One of the best things 
which has been done along this line is 
the recent action by the New York City 
Control in establishing local committees 
to study the following topics: 


General Accounting 

Budgetary Control 

Cost Accounting and Analysis 

Purchasing and Stores 

State and Local Taxes 

Plant Records and Depreciation 

Office Management and Employment Re- 
lations 


Aside from my natural pride in seeing 
my own Control take this step, I was so 
much impressed with the idea that I 
asked the National Office to pass the de- 
tailed information along to all the other 
Controls for whatever use they may wish 
to make of it. It seems to me that here is 
one of the best possible ways in which 
membership in The Institute may be made 
more valuable and practically useful at the 
local level. 

Many of you attended the regional con- 
ferences held during the year in Wash- 
ington, Pittsburgh, Los Angeles, French 
Lick, and Syracuse, so again I shall not 
burden you with a repetition of what was 
done except to say that all such regional 
meetings do much to enhance the value 
of The Institute to the members and to 
provide an opportunity for contacts be- 
tween the monthly meetings of the indi- 
vidual Controls on the one hand and the 
annual convention on the other. 

The publication program of The Insti- 
tute this year has been excellent. “The 
Controller’ has continued to be most use- 
ful to all its readers, and the special pub- 
lications issued have been more numerous 
and more widely distributed than ever. 

As we open this Sixteenth Annual Con- 
vention of the Controllers Institute of 
America, I want to personally thank all of 
you for your generous support of the rec- 
ommendations of the National Board dur- 
ing this past year and to bespeak your con- 
tinued cooperation with the man who will 
be my successor as president during the 
coming year. 





A full report of the Sixteenth Annual 
Meeting of The Institute will be pub- 
lished in the December issue of “The 
Controller.” In addition, The Institute 
plans to publish, in special pamphlets, 
the major addresses at the various ses- 
sions of the Annual Meeting. These will 
be sent direct to Institute members. 
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Institute’s Leaders for 1947-1948 








President 


CHRISTIAN E. JARCHOW 
International Harvester Company 
Chicago 


Chairman, Board of Directors 


JOHN H. MacDoNALp 
National Broadcasting Company, Inc. 
New York City 


Vice Presidents 


HERBERT P. BUETOW 
Minnesota Mining & Manufacturing Company 
St. Paul, Minnesota 


WM. HERBERT CARR 
California Packing Corporation 
San Francisco 


WALTER H. DuPKA 
Jones & Laughlin Steel Corporation 
Pittsburgh 


LYMAN L. DYER 
Lone Star Gas Company 
Dallas 


H. F. HARRINGTON 
The Boatmen’s National Bank of St. Louis 
St. Louis 


CHARLES F. PENDLEBURY 
Veeder-Root, Inc. 
Hartford, Connecticut 


JOHN PUGSLEY 
Tennessee Coal, Iron and Railroad Company 
Birmingham, Alabama 


O. H. RITENOUR 
Washington Gas Light Company 
Washington, D. C. 


WILLIAM WIDMAYER 
Guaranty Trust Company of New York 
New York City 


Treasurer 


O. W. BREWER 
American Gas Association 
New York City 


Assistant Treasurer 


L. W. JAEGER 
Avon Allied Products, Inc. 
New York City 


Managing Director 


ARTHUR R. TUCKER 
One East Forty-Second Street 
New York 17, N. Y. 


Directors 


(In addition to the President, the Chairman 
of the Board, and the Vice Presidents.) 


LisLE W. ADKINS 

The Crosley Division 

Avco Manufacturing Corporation 
Cincinnati, Ohio 


EpwIin E. BALLING, Jr. 
Latchford-Marble Glass Company 
Los Angeles 


JAcK L. BATCHLER 
Kansas City Life Insurance Company 
Kansas City, Missouri 


HERMAN W. Boozer 
Georgia Power Company 
Atlanta, Georgia 


ALDEN C. BRETT 
Hood Rubber Company 
Watertown, Massachusetts 


GEoRGE I. BRIGDEN 
St. Joseph Lead Company 
New York City 


G. STUART BRUDER 
The Mengel Company 
Louisville, Kentucky 


THOMAS W. BRYANT 
The Cuneo Press, Inc. 
Chicago, Illinois 


ARCHER EpwarD CHURCH 
Weekly Publications, Inc., ‘Newsweek’ 
New York City 


J. H. CLAwson 
Puget Sound Power & Light Company 
Seattle, Washington 


S. CHAPLIN Davis 
Baltimore Salesbook Company 
Baltimore, Maryland 


WALTER B. GEROULD 
A. G. Spalding & Brothers, Inc. 
Chicopee, Massachusetts 


Harry C. GRretz 
American Telephone & Telegraph Company 
New York City 


Noe E. KEELER 
Sylvania Electric Products, Inc. 
New York City 


J. R. MULVEY 
Humble Oil & Refining Company 
Houston, Texas 


NorMAN R. OLLEY 
The R. T. French Company 
Rochester, New York 


WALTER C. OTTO 
Clinton Company 
Clinton, Iowa 


GeorGE R. RANKIN 
Artloom Corporation 
Philadelphia ° 


LAWRENCE G. REGNER 
Briggs & Stratton Corporation 
Milwaukee, Wisconsin 


Puiuie W. Scott 
The Bryant Heater Company 
Cleveland, Ohio 


OtrmMar A. WALDow 
National Bank of Detroit 
Detroit 


JOHN A. WILLIAMS 
Niagara Hudson Power Company 
Syracuse, New York 
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What Does the Public Want in Corporate Reports? 


Controllership Foundation Announces New Research Project as 


Soon after Controllership Foundation’s 
initial report, members and others began 
to ask what could be done about lack of 
understanding and suspicion of facts and 
figures of business. 

Hundreds of letters were received, in 
many of which the question was either 
explicit or implied, “What is the Founda- 
tion going to do to carry forward what 
has been started by this first report?” 

Many recommendations and sugges- 
tions were received. These came, not 
alone from members, but from heads of 
corporations and business leaders who 
had written in for a copy of the report, 
or to whom the report had been sent in 
order to effect as widespread dissemina- 
tion of the data as practicable. The trus- 
tees instructed the Research Director to 
conduct a survey among top officials of 
representative corporations to find out 
what methods are being used to dissemi- 
nate business and financial information; 
what tests have been made as to the ef- 
fectiveness of methods now being used; 
and to elicit from business leaders their 
ideas concerning what Controllership 
Foundation should undertake in carrying 
forward this continuing study, which 
would be of greatest value and interest to 
industry itself. 

The results of this survey are covered 
in a report transmitted to the trustees 
dated August 18th, 1947. It is available 
to any member on request. 

The findings can briefly be summarized 
as follows: 


1. Ignorance and suspicion of facts 
and figures of business are not altogether 
due to the way in which reports are pre- 
pared. They are part of a larger problem 
with which management is confronted, 
that of instilling confidence and creating 
acceptance by the public of our American 
capitalistic economy. 

2. Management is concerned primarily 
with its relations with employees or what 
is commonly called industrial relations. It 
is not nearly so concerned with stock- 
holder relations. 

3. Of the methods used to disseminate 
business and financial information, no 
tests of their effectiveness have been made, 
except in a relatively few instances, and 
these are not regarded in the main as con- 
dlusive or as indicative of any widespread 
effort to accurately evaluate such methods. 


Supplement to Initial Study 


By Daniel J. Hennessy, President, 
Controllership Foundation, Inc. 


Among the large number of sugges- 
tions which were received, the trustees 
selected the one following for the Foun- 
dation’s next project: 

Find out what the public wants in re- 
ports. Take selected groups such as finan- 
cial analysts, large investors, thought lead- 
ers in plants both among supervisors and 
workers, workers of relatively low inter- 
est and intelligence, female investors, 
business and professional men; and with 
the premise that reports will require dif- 
ferent treatment depending on the audi- 
ence to whom directed, indicate require- 
ments for the several audiences into 


which the public would be subdivided. 
STUDY UNDER WAY 


At the Board of Trustees meeting in 
Chicago, on October 19, 1947, applica- 
tion for a grant of funds was approved 
to find out what the various publics want 
in corporation reports; and authorization 
was immediately given to proceed with 
the work. 

Industry has been looking to Control- 
lership Foundation to carry forward what 
was started by its first report. The sub- 
ject is the result of long and painstaking 
effort to select as the next step the type 
of investigation which would be of great- 
est value to industry. It is a “natural,” 
certainly as much as the selection of the 
first subject for inquiry was a “natural.” 

Eight different classifications have been 
selected as representative of the more im- 
portant segments of the total public. 


EIGHT Groups BEING POLLED 


These groups start with the most so- 
phisticated audience of all, financial ana- 
lysts and bankers. They not alone want 
all the information which is given them, 
but frequently come back for more. As a 
class they know more about the informa- 
tion which is, or should be included in 
annual reports than many of those who 
prepare the reports for this highly devel- 
oped audience. 

The next group are the large investors. 
They also are critical and demanding. 

The “run-of-the-mine” stockholders 
however are in an entirely different cate- 
gory. What does the typical stockholder 
want in reports? This we are undertaking 
to find out. 

Then there are women investors who 
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now constitute more than 50 per cent. of 
all investors. Very likely their needs and 
requirements are different from any of 
the other groups already mentioned. 

Thought leaders or ‘‘bell-wethers” in 
plants. In every group there is a natural 
leader. He may or may not be a foreman 
in a plant. He may or may not rate as the 
highest paid skilled worker. He may be 
on a lathe or a milling machine, or he 
may be on the assembly line. What do 
these thought leaders want in reports 
which are sent them? 

And the other employees, both in office 
and factory, how much and what type of 
information and in what form in order 
to reach their minds with factual, accu- 
rate, truthful information ? 

Labor union officials, not alone the 
“top brass,” but the lieutenants in labor 
organizations. Industry would like to give 
them the information they want to the 
extent to which it is justified and legiti- 
mate. 

And finally, business and professional 
people, including entrepreneurs, heads of 
small businesses, lawyers, doctors, educa- 
tors—an important segment of the invest- 
ing public. 

Obviously different handling of differ- 
ent groups is going to be required. While 
typical opinion polling methods will be 
employed with certain classifications using 
a sufficient number of respondents, say in 
the order of 2,500 to insure adequate dis- 
persion and representative groupings, 
other classifications will require special 
type of handling in what is known as 
depth interviews by skilled investigators 
in this field. 

Moreover, it is not to be expected 
that any large proportion of those inter- 
viewed will themselves know what they 
want in company reports. The researchers 
will have to work by indirection and ex- 
ercise skill to evaluate or interpret re- 
sponses. Clues and deductions in many 
instances will have to be used. But in the 
end it is hoped that it may be possible 
to report to Institute members, who are 
beneficiaries of all that Controllership 
Foundation is doing, as well as to a broad 
cross-section of industry, what the various 
publics want in corporation reports, so 
that efforts may be directed towards satis- 
fying their audiences, freeing clogged 
lines of communication, and instilling 
confidence in business as exemplifying 
the American way of life. 
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One of America’s 


Most Respected Names 


in Insurance 


For nearly half a century the Corporation of 
Schiff, Terhune has played an important role in the 
forward march of American Business by making 
available to large insurance buyers an insurance 
organization highly trained for achieving maxi- 
mum immunity from loss. As Insurance Brokers 
this Corporation acts at all times with unbiased 


judgment, solely in the client’s best interests. 


Schiff, Terhune 


& CO., INC. 
Insurance Brokers 


9S John Street, New York 7, N. Y. 


NEW YORK + CHICAGO + LOS ANGELES +« SAN FRANCISCO 


© 1947, Schiff, Terhune & Co., Inc. 


PUBLIC POWER 
(Continued from page 573) 




















tween the two agencies in reference to 
taxes (as a corollary, the elimination of 
the tax exempt features on all forms of 
government securities used for financing 
Public Power projects). Other than drop- 
ping the electric energy tax (even a dis- 
criminatory tax within the utility indus- 
try) and ceasing the double taxation in 
reference to common stock dividends, Pri- 
vate Power, along with all other industry 
should, in my opinion, continue to pay its 
fair share of our nation’s tax bill. In m 
opinion, a program of taxation should be 
inaugurated to place Public Power on 
much the same basis as Private. If there is 
to be any difference in the order in refer- 
ence to time in which the tax equalization 
is to take place, local and state adjust- 
ments should first be made, followed by 
federal. 

In placing government power on a tax- 
paying basis, full consideration should be 
given to its present operations and obliga- 
tions incurred and bring about the change 
over a period of years so adjustments may 
be made to absorb the increased costs 
flowing from tax assessments especially if 
the necessity should arise to increase cus- 
tomer rates. Since it is generally claimed 
by Public Power that the rates charged are 
sufficient to pay all costs, including taxes 
or their equivalent, the actual payment 
should cause little embarrassment. If the 
contrary should prove to be true and it 
was not deemed expedient to raise rates, 
then government appropriations should 
be made to make up the deficiency. 

This leads to the second general conclu- 
sion that Public Power should have the 
benefit of outside regulatory control and 
be under the same government agencies 
that regulate Private Power. The extent of 
such regulatory control should be the sub- 
ject of a comprehensive factual study and 
review for sound recommendations. Cer- 
tainly, such regulations would seem to en- 
compass no less than such matters as cost 
allocations, accounting, and the establish- 
ment of customer rates. 

If these minimum changes were to be 
made effective, the tax burden would be 
better equalized among the Nation’s tax- 
payers; the unfair competition due to tax 
exemption would be eliminated, and regu- 
latory controls would further place the 
two agencies on a better basis of equality 
and assure maximum protection to the 
general public. 

One of the outstanding characteristics 
of our American people is the desire to 
see that fair play is accorded to all and so 
this suggested program, which is based 
upon equality of rights, if carried out, 
surely would aid and contribute to what 
we were willing to give so much for in 
the last few years, to what we are pleased 
to call the American “‘way of life.” 
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Concerning 


A Problem 
of 


Special 





Importance 


"iv was when most thieving was done in the darkness 
of the night, when detection was least likely. But today 

to employers find that the largest losses—those due to employee 
dishonesty and forgery—occur in broad daylight. Modern 
embezzlers and forgers operate at any time. They are thieves 
in the light. 


Today’s embezzlements often reveal a greater need than 
Y ever before for employers to have proper Dishonesty and 
Forgery protection —the kind offered by our Companies 


through agents and brokers all over the country. 





For employers with few or none of their employees now 
bonded, our DiscovERY BoND provides a unique and valu- 
able protection. It covers shortages caused by employees 
bonded under it — right back to the dates when they were 
originally employed. 


Mr. Controller Why risk a large loss? Consult our agent or your own 


insurance broker today. 
















NEW YORK CASUALTY COMPANY 
Affiliate: SURETY FIRE INSURANCE COMPANY 


“Dependable as America” 











100 Broadway, 
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Ruhr Coal Is Key to European Recovery, 
M. S. Szymezak Tells D. C. Controllers 


Increased coal production by Germany 
from the Ruhr mines is the key to Eu- 
rope’s recovery, Mr. M. S. Szymczak, 
member of the Board of Governors of the 


IS WORTH THE 
PRICE OF 


@ But Any One of these 
Weekly Features Is Worth 
This as a Newsletter: 
The Market Outlook’ 
Washington Newsletter 
New-Business Brevities 
‘News and Opinions of 
Listed Stocks 
Nield ai melateleice] lary 
L. G.'s Page 
‘Street News 
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FINANCIAL READERSHIP LEADERSHIP 


Sample (Copy FREE! 
FINANCIAL WORLD 


Founded 1902 


86 Trinity Place, New York 6 





Federal Reserve System, stated at the 
September 22 meeting of the District of 
Columbia Control of The Institute. 

Reconstruction of the German eco- 
nomy, said Mr. Szymczak, is essential for 
rehabilitation of the democratic countries 
in Western Europe. During the past 
month two decisions have been reached 
which refer to the Anglo-American Zones 
in Germany and may become of great 
importance for economic progress in Eu- 
rope. The first of these, announced on 
August 29, discarded the old level-of-in- 
dustry plan adopted in March 1946, in so 
far as it applied to the Western Zones, 
and substituted new and higher produc- 
tion goals which are intended to restore 
German industrial activity in many fields 
to approximately the level of 1936. The 
second decision, announced on September 
10, gave the United States joint responsi- 
bility with Britain for supervising coal 
mining in the Ruhr, and provided that 
actual management of the mines should 
be a responsibility of the Germans. 

To understand the significance of these 
decisions it is necessary to recall that the 
Allied Control Council over a year ago 
had agreed upon a level of German in- 
dustrial production corresponding to 
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about 55-60 per cent. of 1936. This plan 
envisaged that the industrial West would 
be able to draw upon food resources of 
the agrarian East. That hope did not 
materialize. Instead, Western Germany 
has had to look mainly to Britain and the 
United States for its food supplies. In- 
digenous food production is not adequate 
and imports were sporadic. As a result it 
has proved impossible to maintain indus- 
trial production even on the originally 
planned levels. This in turn has made it 
impossible to generate sufficient exports. 

In particular, he pointed out, coal out- 
put and coal exports, a strategic factor in 
the reconstruction of Europe, have te- 
mained on extremely low levels. The best 
day’s record for coal output in the Ruhr 
has been 244,000 metric tons, compared 
with an average daily output of some 
440,000 tons before the war. 

Mr. Szymczak stressed the fact that the 
drastic shortage of coal has kept German 
production of steel, machinery, and other 
key items far below the permitted volume, 
and exports of coal, essential to the re- 
building of Europe, were low and un- 
certain. 

It has become apparent, he continued, 
that if Western Germany is not to be- 
come permanently dependent on assist- 
ance from the United States, and is to be 
of use in the restoration of Europe, pro- 
duction must be raised not merely to the 
levels originally planned but to the full 
1936 level. This can only be accomplished 
by making strenuous efforts to increase 
the output of coal. It has also been neces- 
saty, Mr. Szymczak advised, to make 
decisions as to the utilization of increased 
coal output as between exports and do- 
mestic production, so as to assure the 
speediest recovery of Europe. Such deci- 
sions are not easy. What is called for is a 
wise compromise so that exports of coal 
to Western Europe may be combined 
with growing coal supplies to German 
industry. For Europe needs not only Ger- 
man coal, but also German machinery and 
spare parts. 

Increase in coal output is largely a 
problem of incentives, he added. It has 
already demonstrated that an improve- 
ment in food, housing, and other con- 
sumer goods available to the miners leads 
directly to an increase in output. The 
United States now shares responsibility 
for providing such incentives. This task 
must be solved with vigor, ingenuity and 
imagination. 

If the Battle of the Ruhr can be won, a 
stronger impetus, he predicted, will be 
given to European recovery than would 
result from the application of much 
greater assistance to less crucial areas. 
Other European countries, now seeking to 
obtain coal and industrial equipment 
from the United States, could draw upon 
German resources and effort for supply- 
ing their impoverished economies. 
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Your business, 
too, is different 





Record-keeping problems are basically 
the same, whether you sell sea food, 
automotive parts or mail order dresses. 


But the best system for you can be 


determined only by: careful study 










and unbiased judgment. 


Your Diebold man knows the 
fundamental advantages of all four types 
of record equipment—rotary, vertical, 
visible and microfilm. Having all 

to offer, he is free to recommend the 
one best suited to your needs. 

Write today, or phone the nearest 


Diebold Branch or Dealer. 


Diebold 


MICROFILM + ROTARY, VERTICAL AND 
VISIBLE FILING EQUIPMENT © SAFES, 
CHESTS AND VAULT DOORS + BANK 
VAULT EQUIPMENT ¢ BURGLAR ALARMS 
HOLLOW METAL DOORS AND TRIM 


DIEBOLD, INCORPORATED 
1417 Fifth Street, S. W., Canton 2, Ohio 


Please send without cost complete details on — 


Diebold Diebold Diebold Diebold Flofilm 
Cardineer Tra-Dex Flex-Site Microfilm 
Rotary Files Posting Trays Visible Binders Equipment 


Name 
Firm Name | 


Address ; ae ns Lae 





Cityand State 
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Nifty for knuckling 





... but N. G. for sorting checks 


A marbles marksman can work 
miracles with his thumb—a natural 
precision instrument for making a 
shooter strike...and stick. But your 
accounting department is no place 
for playing marbles. . . especially 
at check reconcilement time. And 
thumbs are awkward, inefficient 
tools for sorting checks in sequence. 


Way waste valuable time with 
thumb sorting when Keysort can 
arrange checks in any order... 
with foolproof accuracy... in as 
little as 1/10th of the time taken by 
shuffle-and-riffle methods! 

All present checks — payroll, 
voucher, dividend, annuity — can 
be adapted to Keysort without any 
change of shape ordesign...without 
limitation as to size or paper stock. 











( 


No expensive or complicated sort- 
ing equipment and no specially 
trained personnel are required. 
You need give only a little of 
your time to learn how Keysort 
can save the accounting department 
many girl hours monthly. There’s a 
McBee man near you. Ask him fora 
convincing demonstration. .. today. 





ANY CLERK CAN LEARN the principles of 
Keysort in less than a half hour. ..and all the 
people in accounting will be delighted with this 
interesting, easy-to-use sorting instrument that 
relieves them of the long drawn out drudgery 
of handsorting. 


Ms] THE McBEE COMPANY 
he SOLE MANUFACTURERS OF KEYSORT 


295 Madison Avenue, New York 17, N. Y.... Offices in princtpal cities 





CONTROLLERS’ TASKS 
(Continued from page 576) 











this is a most important job for the Con- 
trollers Institute in the year ahead. Our 
Institute as an organization, and our mem- 
bers individually have an important, es- 
sential job before them to dispel these 
public misconceptions. It is a difficult un- 
dertaking, but it presents such a vital 
challenge to us that we must find a way 
to do it. 

The task, I think, imposes upon us the 
obligation of finding ways to do the fol- 
lowing things: 

Improve the clarity and understanda- 
bility of business reports. This includes 
the further simplification of accounting 
terms. 

Improve the acceptability of figures 
and data contained in annual reports to 
stockholders, and in other public state- 
ments. You will recall that this topic 
formed the basis for the first study under- 
taken by the Controllership Foundation. 

Inform the public of the broader, so- 
cial objectives of business, particularly as 
to the distribution of the fruits of enter- 
prise among employes, stockholders and 
customers. This means going behind the 
figures themselves and explaining the phi- 
losophies and policies of our respective 
managements. 

Establish a better public understanding 
of the profit function, what it is and how 
it operates, and point out how reasonable 
profits serve the public in the long run. 
This includes an explanation of the neces- 
sity of reasonable profits for the continued 
good health and progress of business. 
Perhaps this will lead us to a better defi- 
nition of profits. We must dispel the 
widespread idea that profits are evil, un- 
fairly earned and at someone’s expense. 

The controllers must assume their 
share of the obligation of convincing the 
public that the free enterprise system 
works to the advantage of all in the form 
of higher standards of living. This means, 
I think, adoption of the concept that 
business is, in effect, a social institution 
operated in the interests of employes, 
stockholders, customers and the public 
generally. 

This, of course, is only a brief sum- 
mary. There is much more that I could 
add, but I believe this gives us an outline 
of the task we face. The fulfillment of 
this task will require the best efforts of 
all of us. The Institute stands ready to do 
all it can in this undertaking. 

I hope that all members of the Insti- 
tute will feel free to present their ideas 
and suggestions for the betterment of con- 
trollership generally. The local controls, 
the national committees, the Board of Di- 
rectors and the officers of The Institute 
need your help. Working together, using 
all the resources of our organization, I be- 
lieve we can make real progress in the 


‘year ahead. 
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The Statement you helped 


to make... 





You might easily find yourself in 
this bank statement . . . for you helped 
to make it! Every week, thousands of 

eople come to ‘Manufacturers Trust 
Ciae to transact business. Some to 
make deposits . . . some to obtain loans 
—for everything from financing a large 
business, to paying small bills—others 
to receive sound counsel on their 
investments and financial problems, or 
to use our other personalized services. 


Manufacturers Trust Company 
helps keep the nation’s production 
wheels turning by lending industry 
hundreds of millions of dollars. It pays 
taxes and buys bonds, thus helping 
finance Government operations. The 
bank finances American imports and 
exports, helping bring us the commod- 
ities we need aa all over the world, 
and providing foreign countries with 
dollars to buy American products. 











It is you, together with our more 
than one million customers, who have 
helped to make this statement. We are 
proud to serve you, whether your needs 


are great or small . . . for it is your 
confidence in us that makes possible 
this public service institution, whose 
purpose it is to meet the ever-changing 
financial needs of your community. 


ke. 


PRESIDENT 





CONDEN 


Cash and Due from Banks 
U. S. Government Securities 


State and Municipal Bonds . 
Stock of Federal Reserve Bank 
Other Securities 


Mortgages . 
Banking Houses : 
Other Real Estate Equities , 


Capital 
SUR MOR cs ae 25s 
Undivided Profits i 


Reserve for Contingencies 


Outstanding ‘Acceptances 


Deposits 


U. S. Government Insured F. H. A. Mortgages 
Loans, Bills Purchased and Bankers’ Acceptances 
Customers’ Liability for Acceptances . 


Accrued Interest and Other Resources 


Reserves for Taxes, Unearned cent: Kideniat. etc. . 
Dividend Payable October 1, 1947 . 


Liability as Endorser on Acceptane es | Forei sign n Bills , 


SED STATEMENT OF CONDITION 
as at close of business September 30, 1947 


RESOURCES 


. $ 582,126,444.37 
1,139,511,194.28 
3,469,433.64 
34,733,059.15 
3,037,500.00 
22,271,871.64 

478, 137,329.52 
14,606,478.62 
10,235,345.07 
262,100.73 
4,965,850.49 

, 6,356,783.00 
$2,299, 713,390.51 





LIABILITIES 


$41.250,000.00 
60,000,000.00 
ae $ 122,325,452.27 
9,839,672.85 
7,478,238.12 
1,237,500.00 
5.208, 104.40 
197,337.19 
2,153,427,085.68 
$2,299,713,390.51 


United States Government and other securities carried at $56,392,984.24 are pledged 
to secure U. S. Government War Loan Deposits of $23,951,018.73 and other public 
funds and trust deposits, and for other purposes as required or permitted by law. 


DIRECTORS 
EDWIN M. ALLEN 
New York City 
EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 
EDGAR S. BLOOM 
Chairman, Atlantic, Gulf and 
West Indies Steamship Lines 
ALVIN G. BRUSH 
Chairman, American Home 
Products Corporation 
LOU R. CRANDALL 
President, George A. Fuller Co. 
CHARLES A. DANA 
President, Dana Corporation 
HORACE C. FLANIGAN 
Vice-Chairman of the Board 
JOHN M. FRANKLIN 
President, United States Lines Co. 
PAOLINO GERLI 
President, Gerli & Co., Inc. 
HARVEY D. GIBSON 
President 
FREDERICK GRETSCH 
President, Lincoln Savings Bank 
JOHN L. JOHNSTON 
President, Lambert Company 
OSWALD L. JOHNSTON 
Simpson Thacher & Bartlett 
KENNETH F. MacLELLAN 
| President, United Biscuit 
| Company of America 
JOHN T. MADDEN 
President, Emigrant Industrial 
Savings Bank 
JOHN P. MAGUIRE ; 
President, John P. Maguire & Co., Inc. 
} C. R. PALMER 
President, Cluett Peabody & Co., Inc. 
GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 
HAROLD C. RICHARD 
New York City 
HAROLD V. SMITH 














President, Home Insurance Co. 





Manufacturers Trust Company 


Head Office: 55-Broad Street, New York 15, N. Y. 


75 COMPLETE BANKING OFFICES 


Member Federal Deposit Insurance Corporation 


IN GREATER NEW YORK 


ERNEST STAUFFEN 
Chairman, Trust Committee 

L. A. VAN BOMEL 
President, National Dairy 
Products Corporation 

GUY W. VAUGHAN 
President, Curtiss-Wright Corp. 

HENRY C. VON ELM 
Chairman of the Board 

ALBERT N. WILLIAMS 
President, Westinghouse 
Air Brake Company 
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You'd Laugh TODAY 


Remember those scratchy old records you 


played on the big-horned “family pride’? 
They’re gone... given way to clear-toned 
recordings and the modern radio. You 
will find similar development in today’s 
Calculator... the fully automatic Friden. 
REPLACE with FRIDEN...and eliminate 
errors. Save time and money by using 
exclusive Friden Methods, developed to 
produce only accurate useful answers... 
speedily. Ask for a demonstration on all 
types of your figure work problems. 


Friden Mechanical and Instructional Service is availa- 
ble in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 


You Listened 
Once... 





POSITIONS WANTED 











Controller—Executive Accountant 


Executive accountant presently employed 
offers: ten years of heavy industrial and diver- 
sified experience in executive capacity, func- 
tioning as part of top management group, 
and five years of public accounting experience 
as supervising senior. Practical experience in- 
cludes executive committee, financial, and or- 
ganization planning; development of manu- 
facturing expansion, and cost reduction pro- 
grams; developing, analyzing, and interpret- 
ing costs, budgets, inventory control, cost 
control, all phases of general accounting, in- 
ternal auditing, systems procedures, taxes, 
financial, and cost reports. A certified public 
accountant. Age 43. Salary $12,000. Address: 
Box 698, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 


Cost Accountant—Budget and Systems 


Available immediately. Practical experi- 
ence includes organization planning, devel- 
opment of manufacturing systems, develop- 
ing, analyzing and interpreting costs, budgets, 
cost controls, and plant equipment controls. 
Special investigations on overhead and op- 
erating expenses as well as the development 
of production engineering accumulation and 
liquidation. Standard costs a specialty. Ex- 
perienced in time and motion study. Thirty- 
five years of age, married and two children. 
Ohio University graduate, B.A. in Account- 
ing. Location unrestricted. Address: Box 
720, “The Controller,’ One East Forty-Sec- 
ond Street, New York 17, New York. 


Assistant Controller—Tax Accountant 


Certified Public Accountant (New York, 
Massachusetts), fifteen years’ broad experience 
with national public accounting firms, audit- 
ing, supervisor, presently tax accountant, fed- 
eral and state taxes; married, age 43; seeks 
permanent corporate employment. Offers ex- 
perience, adaptability, initiative, cooperation. 
Minimum salary $8,400. Address: Box 725, 
“The Controller,’ One East Forty-Second 
Street, New York 17, New York. 


Controller—Executive Accountant 

Desires position as controller, assistant 
controller, tax or systems accountant. Expe- 
perienced as controller and tax accountant of 
holding company and petroleum production 
subsidiaries, in complete charge of financial 
and tax accounting. Institute member; C.P.A. 
New York; university degree in commerce, 
accounts and finance. Address: Box 733, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Senior Financial Executive 


Recently treasurer-controller of large pharma- 
ceutical house. Graduate West Point 1918 as an 
engineer. Since then industrial engineer, profes- 
sional consultant and corporation executive 
covering all phases of marketing, accounting and 
finance. In last connection handled all pricing 
and renegotiation war contracts excess of $20,- 
000,000; introduced standard cost accounting; 
started plan of establishing financial and budget- 
ary controls; instituted product deletion pro- 
gram to eliminate unprofitable items from the 
line; set up internal audit department as well 
as systems and procedures unit; participated in 
job evaluation and instituted an inventory con- 
trol procedure. Recent compensation in excess of 
$20,000. Will go any where. Age 51. Salary 
open. Address: Box 745, ‘The Controller,” One 


FRIDEN CALCULATING MACHINE CoO., INC. East Forty-Second Street, New York 17, New 


WOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U.S. A.« SALES AND SERVICE THROUGHOUT THE WORLD York. 
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IT’S TOO LATE FOR 


It’s too late to spare his feelings now. He already 
knows how it feels to send a trusted employee to jail 
— and for a crime that could have been prevented. 

But it’s never too late to stop it from happening 
again — to do your part towards saving up to half a 
billion dollars that employees steal from American 
business every year. 

For buyers of Fidelity and Crime coverages, 
Liberty Mutual has developed a special plan to pro- 
tect business from the danger of “‘inside theft’’. Under 
this plan, an Accounting survey will help you plug up 
loopholes and prevent losses, without disrupting your 
present accounting procedures. An expert in this 
field will work to keep you safe from loss — and your 
employees safe from the temptation to steal, by aug- 
menting the work of your own auditors and public 
accountants. 

Would you like to see how our answer to this prob- 
lem has saved money and reduced insurance costs for 
leading concerns from coast to coast — and how a 
tailor-made plan for preventing losses can be fitted 
to your business? 


HIM TO READ THIS 


As a responsible businessman, you’ll also be inter- 
ested in Liberty Mutual’s booklet, ‘Loopholes and 
Losses’. However, it must be delivered to you per- 
sonally, since we cannot afford to have it fall into 
improper hands. Just telephone or write for your copy 
today. 





LIBERTY 


INSURANCE COMPANY 


HOME OFFICE BOSTON 


[ y 4 reners 
Protection for Business, Home and Car Ow 








* We work to keep you safe 
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Your 00d 
HNCASSEQOr 


It's easy to make the mailman your good will ambassador. Just 
let us Unistyle with one basic and effective design, all your sta- 
tionery, business forms and checks. Then they will carry an 
appropriate and continuing impression of your firm wherever 


the mailman goes. 
Unistyled business forms and stationery become efficient and 


well dressed printed representatives of your firm. Unistyled 
checks provide both protection and continuous publicity! 

The repetition of a basic, eye-appealing Unistyle design on 
all your business forms, stationery and checks will give them 
much greater impact and identity value. 

Why not write today, for samples and complete details about 
the Unistyle method of converting your printed messengers into 
good will ambassadors? 


UNISTYLE STATIONERY BY 


She & 


REYNOLDS 
REYNOLDS 


SALES OFFICES IN MANY PRINCIPAL CITIES 








Positions Wanted | 








Treasurer—Controller 


Experienced executive in corporation con- 
trol, management and organization, seeking 
new connection with company that believes 
in modern management methods. Excellent ed- 
ucational background and twenty years’ prac. 
tical experience in control and analytical ac. 
counting, finance, costs, budgets, taxes and 
personnel management. Now  treasurer—con- 
troller of large company with multiple plant 
operations doing a world-wide business. Can 
furnish highest references. Institute member, 
Address: Box 743, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Assistant Controller—Executive Accountant 

A capable young executive with ten years’ 
experience in general and cost accounting, 
office management, personnel, and banking, 
desires a position with a future where he 
may prove his ability and at the same time 
benefit from the experience and knowledge of 
your controller. Presently employed as as- 
sistant controller of a manufacturing firm, 
Pace graduate, N. Y. U. student. Age 31, 
married with two children. Minimum salary 
$5,000. Address: Box 744, ‘The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Controller 


Member of The Controllers Institute of 
America desires connection with heavy responsi- 
bilities. Experienced as chief financial officer for 
twenty-five years, the last five of which were 
with a steel fabricator employing 14,000 per- 
sons. Excellent health, Episcopalian, New Eng- 
land ancestry. Married with two grown children. 
University trained, certified public accountant 
(New York). No restriction with respect to lo- 
cation; available immediately. Address: Box 
746, ‘‘The Controller,’’ One East Forty-Second 
Street, New York 17, New York. 


Treasurer or Controller 


Senior public accountant last five years; As- 
sistant Controller thirteen years. Member 
Controllers Institute nine years. Christian, 
married. Age forty-five. Address Box Number 
750, “The Controller,” One East Forty-Second 
Street, New York 17, New York. 





EXECUTIVE 
AVAILABLE IMMEDIATELY 


Past 10 Years Controller and | 
Ass’t. to President 


Manufacturing Corporation | 
Operating Several Plants 
Employing Over 1000. 
Responsible Accounting- 
Costs-Systems-Taxes, Etc. 
Previous 15 Years— 
Partner in Public 
Accounting Firm. 

Diversified Experience. 
Married—Four Children. 

Age 45—Good Health. 

C. P. A., N. Y. (1926) Ohio. 
University Graduate. 

Salary Secondary. | 


Address: Box 748, “The Controller,” 
One East Forty-Second Street, 
New York 17, New York 
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There are Some Things | 
a Controller Just Can’t 
Know Too Mueh About... 


FOR EXAMPLE, IT WILL PAY YOU TO READ THESE FIVE 
ARTICLES ON FINANCIAL STATEMENTS: 








INVENTORY PRICING AND CONTINGENT RESERVES, by George O. May, 
Changes in generally accepted accounting principles will affect financial 
statements. 


FINANCIAL STATEMENTS TO MEET THE REQUIREMENTS OF THE SEC, 4) 
Earle C. King, CPA, Chief Accountant, SEC. 
How to avoid deficiency letters on statements submitted to the SEC. 


FINANCIAL STATEMENTS NEED NOT BE FAILURES IN PUBLIC RELA- 
TIONS, 4y Don Knowlton, Hill & Knowlton, Cleveland. 
A public relations man has an imaginary conversation with the controller, 
reveals the quandary in which laymen flounder when confronted with con- 
ventional financial statements, and discusses the pitfalls of the annual report 
as a public relations device. 


SHORTCOMING OF FINANCIAL STATEMENTS FROM THE PROFESSIONAL 
SECURITY ANALYST’S POINT-OF-VIEW, 4y J. M. Galanis, Senior Industrial 
Security Analyst, Shields & Co., New York. Member, Executive Committee, New 
York Society of Security Analysts. 


RECENT CHANGES IN CORPORATE ANNUAL REPORTS, 4y Robert M. Greg- 
ory, CPA, Ph.D., Dean and Associate Professor, Texas Christian University. 
New forms, new terminology, revealed by analysis of reports of 20 corpora- 
tions over a 7-year period. 








These articles appear in the November issue of THE 
JOURNAL OF ACCOUNTANCY (a good number with which 
to start your subscription) along with other informative ar- 
ticles and departments on accounting, auditing, federal 
taxation and related subjects. 


Just one idea found in an article or department of this magazine 

may lead to a new approach to a puzzling question in your business, 

the solution of which may mean much to you—and to your company. 
There is one sure way to keep posted—Subscribe today 


THE JOURNAL OF ACCOUNTANCY 
13 East 41st Street New York 17, N. Y. 


CLIP AND MAIL THE COUPON BELOW 





AMERICAN INSTITUTE PUBLISHING CO., Inc. 

13 East 41st Street, New York 17, N. Y. 

| enclose remittance of $5.00 for which please enter my subscription to THE JOURNAL OF 
ACCOUNTANCY for one year beginning with the next issue. 
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| Reviews of Recent Publications 








You and Your “Publics” 


PRACTICAL PUBLIC RELATIONS. By 
Rex F. Harlow and Marvin M. Black. 
Harper and Brothers, New York. 
$4.00. 

One of the curious attributes of public 
relations is that it has gained widespread 
acceptance as a powerful adjunct of. busi- 
ness and industry, and an enormous fac- 
tor in the eventual rise or decline of their 
fortunes, in spite of a general lack of 
understanding of its aims, methods and 
functions. Too often the public relations 
practitioner has been looked upon dubi- 
ously as an alchemist possessing subtle 
and mysterious powers, but guided by 
principles no more scientific than those 
which motivated Merlin’s search for the 
philosopher’s stone. 

In this volume, a comprehensive text- 
book and the first such to our knowledge, 
the authors have done much to dispel that 
motion. They have, by orderly analysis, 
driven the wraith of public relations from 
its misty caverns and endowed it with 
flesh and bones. Thus enlivened, it stands 
in full sunlight for all to see. 

Messrs. Harlow and Black have not 
only evaluated public relations in the light 
of its place in the past and present, and 
the — direction of its growth in 
the future, but they have clearly and suc- 
cinctly delineated the role of its various 
components. The place that these—per- 
sonnel relations, consumer relations, labor 
relations, community relations, govern- 


ment relations and others—occupy are 
discussed in detail and each is integrated 
into the whole pattern of public relations 
policy. Sections on the tools of public re- 
lations and the methods of setting up a 
public relations program complete the 
survey. Not the least valuable portion of 
the book is an extensive bibliography cov- 
ering all phases of the subject. 

The point of view taken by the au- 
thors, and frequently emphasized through- 
out the volume, is that any public relations 
program stands or falls on its acceptance 
by business management as a vital part of 
operations. The degree of cooperation 
given by officers, directors and leading 
officials will determine how successful the 
public relations director or counselor can 
be. “One of the most widespread and 
difficult problems with which public rela- 
tions workers have to deal,” they say, “is 
the lack of sympathetic understanding on 
the part of top management.” 

It is precisely in this connection that 
the progressive controller will recognize a 
responsibility of his own as an important 
cog in the a and operation of 
a satisfactory public relations program. 
His stake in the welfare of his company, 
and its constant development, is not any 
greater than his obligation to lend his 
whole-hearted cooperation to the public 
relations director or counselor. A reading 
of this book cannot fail to awaken a new 
realization of the part he can play in 
effectively presenting his company to its 





Now Available 


JOB EVALUATION 





CURRENT COMPENSATION 
PROBLEMS 


Featuring Papers and Addresses on 


SALARY ADMINISTRATION 
INDIVIDUAL INCENTIVE PLANS 


Edition Limited—Please Order Early 
Remittance with Order is Requested 


Price: $1.00 


Published by 


CONTROLLERS INSTITUTE OF AMERICA | 
One East Forty-Second Street, New York 17, N. Y. 


GUARANTEED WAGES 
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various publics—and they are many. Only 
by acquainting himself with the over-all 
philosophy of public relations, the- ele- 
ments which constitute it, and the tech- 
niques it employs can he be sure that he is 
not, even though unconsciously, a serious 
hurdle in the path of its objectives. 


Handbook On Human Relations For 
Management Leaders 


The first of a series of handbooks on 
the improvement of individual and group 
relationships in the nation’s business struc- 
ture, jointly written by business, scholastic 
and government authorities on personnel 
management and industrial relations, is 
published by the American Management 
Association under the title “The Manage- 
ment Leader’s Manual.” (Price $3.00— 
Available from the Association, 330 West 
Forty-Second Street, New York.) 

Designed primarily for operating ex- 
ecutives, supervisors and foremen, whose 
management role it emphasizes, ‘The 
Management Leader's Manual” was com- 
piled to promote wider understanding of 
managerial problems and techniques, par- 
ticularly in the field of human relations. 
Edited by James O. Rice and M. J. Doo- 
her, of the AMA staff, its seven sections 
include contributions of a score of man- 
agement authorities. 

The seven sections deal with the man- 
agement leader's human relations respon- 
sibilities, management leadership in a 
democracy, interviewing and counseling 
techniques, and means of diagnosing or- 
ganization problems. Also included is a 
section of tests to determine the qualifica- 
tions for management leadership. 

Among the authors are Rexford Hersey, 
Director, Executive Development and 
Training, American Airlines, Inc., New 
York; Leland P. Bradford, Director, 
Adult Education Service, National Educa- 
tion Association of the United States, 
Washington, D. C.; Ellis C. Maxcy, Per- 
sonnel Relations Supervisor, Southern 
New England Telephone Co., New 
Haven; Dr. Ronald Lippett, Institute of 
Group Dynamics, Massachusetts Institute 
of Technology, Cambridge; John M. Pfiff- 
ner, Professor of Public Administration, 
University of Southern California, Los 
Angeles; and E. G. Michaels, Vick Chem- 
ical Co., Greensboro, North Carolina. 

The volume is designed for individual 
reading to further knowledge of the man- 
agement structure, for supervisory confer- 
ence training through chapter-by-chapter 
discussion, as a desk manual for execu- 
tives and supervisors, and for general 
reading as an introduction to practical, 
professional management. 

Spiral bound in blue leatherette, the 
manual sells at $3.00 per copy. Quantity 
discounts are available to organizations de- 
siting to use the manual for training pur- 
poses, to schools and colleges, profes- 
sional and educational groups. 
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BANK FRAUDS 


Their Detection and Prevention 
By LESTER A. PRATT, C.P.A. 


ANK auditors and controllers, surety company 

field agents, public accountants—everyone in- 
terested in prevention or detection of bank frauds— 

will want this unique book. Pre- 
pared by a specialist in the field, 
it covers, department-by-department, 
the types of frauds committed in 
banks, shows how to spot them and 
how to stop them. 

BANK FRAUDS sums up more 
than 1000 case histories involving 
no less than 210 individual meth- 
ods. A comprehensive analysis of 
these cases, arranged by operating 
departments, is included. For bank 
management, there are many forms 
for immediate use. $4.00 


TRUST RECEIPTS 


The Variations in Their Legal Status 


By GEORGE B. MCGOWAN, 
Vice President, Corn 
Exchange Bank Trust 

Company 
UPPLIES a definite need 
in the financial commu- 











nity for a book which ex- 
plains trust receipts in non- 
legal language. The author 
explains his subject so clearly ‘= 
that those who use, or could use, trust receipts can 
readily understand how to obtain all advantages, 
consistent with the rights of others, which trust re- 
ceipts can bring. Completely up-to-date, the vol- 
ume is pointed with the latest important court de- 
cisions. Fully indexed. $4.00 








THE RONALD PRESS COMPANY, [5 East 26th Street, 


ANNUAL REPORTS to STOCKHOLDERS 


Their Preparation and Interpretation 


By N. LOYALL McLAREN, C.P.A., 
Partner, McLaren, Goode & Company 


N important and unusual new book for corporate of- 
ficers and directors, comptrollers and auditors, 
bankers and investors. Writers of stockholders’ reports 
will find it an invaluable guide to accepted reporting 
standards and a challenge to improved procedures. Read- 
ers of reports will find the book equally valuable as a 
help in understanding what the facts and figures mean 
and imply. 

The author, writing from a practical background of 
experience on both sides of the subject, has analyzed 
critically the components of annual reports to bring out features of form, ar- 
rangement and text. The core of his study is a group of stockholders’ reports 
selected to illustrate various noteworthy reporting techniques. $5.00 


EXPORT-IMPORT BANKING 


By WILLIAM S. SHATERIAN, 
Formerly of The National City Bank of New York, Overseas Division 





7 ILL be welcomed by those who want accurate in- 
formation on the instruments and operations util- 

ized by American exporters and importers and their 
banks in financing foreign trade. Covering the work of 
the foreign department of a bank, this new book empha- 
sizes the phases of the subject which are most trouble- 


some and require fullest attention. Authoritative descrip- 





tion given of the documents and data required. $5.00 


INSTALMENT MATHEMATICS 
HANDBOOK 


By MILAN V. AYRES, Consulting Statistician 


EPENDABLE source of systematic help and everyday reference for all 
those concerned with instalment financing transactions. Covers all reg- 
ular and special calculations; gives original, tested formulas and complete 
derivations. No extensive mathematical knowledge required in its use. Ac- 
cepted as the authority in the field. $10.00 


SEND me books checked below. After 5 days I will either remit price plus 
postage, or return books. (We pay postage if check accompanies order.) ; 


[ ] Bank Frauds, Pratt ......... $ 4.00 


{ ] Instalment Mathematics 
Handbook, Ayres .......... 10.00 | 


{ ] Annual Reports, McLaren .... $5.00 
[ ] Trust Receipts, McGowan .... 4.00 


{ ] Export-Import Banking, 
Fy SRR Fare e 5.00 
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New York 10, N. Y. 
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Opicinat DHNER 


“THE MACHINE TO COUNT ON” 





THIS 
dependable 
calculator 


. cuts calculating and accounting 
costs for thousands of users all over 
the world—in the office, at home, in 
the laboratory and in the field. 


Faster and lower priced than any 
comparable unit. Unexcelled for sturdy 
construction. 


Price: $140.00 and up 


Now available 
SEND FOR BULLETIN LP-113 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 











According to a Twentieth Century 
Fund report, used houses on the average 
account roughly for three fourths of an- 
nual residential sales. 
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Two Members of Controllers Institute 
Named Presidents of Their Firms 


Hunziker 
Cole 


Mr. George S. 
Dively has been 
elected president 
and general man- 
ager of Harris 
Seybold Company, 
Cleveland, Ohio, 
succeeding the late 
Mr. Alfred Stull 
Matris... res 
Dively, a past 
president of the 
Cleveland Control 
of The Institute, 
had been vice 
president and gen- 
eral manager since 
1944 and a direc- 
tor of the company since 1941. He holds mem- 
bership certificate 1527 of the Controllers In- 
stitute of America, and served as chairman of 
the session on “Future Trends in Compensa- 
tion” at the 1947 Midwestern Spring Confer- 
ence of The Institute, in Pittsburgh. 

Mr. Dively, who served as secretary-treasurer 
of the firm prior to 1944, developed a broad 
experience in engineering, production, sales 
and finance, through earlier connections with 
the Wagner Electric Corp., North American 
Refractories Company, Carrier Corp., and Re- 
public Steel Corp. He is a graduate of the En- 
gineering School of the University of Pitts- 
burgh and of the Harvard Graduate School of 
Business -Administration, and was recently 
elected a vice president of the American Man- 
agement Association. Mr. Dively will continue 
to serve as a member of the board of directors 
of the Harris Seybold Company. 

Election of Colonel David McGilvray as 
president of The E. H. Hotchkiss Company, of 
Norwalk, Connecticut, has been announced by 
Mr. Wm. M. Wetzel, chairman of the board of 





MR. DIVELY 











PHILADELPHIA e 





f 
Bad 


Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO ° 





LOS ANGELES 








directors of the 
firm, which manu- 
factures office and 
industrial staples 
and stapling ma- 
chines. Colonel 
McGilvray was 
formerly secretary 
and director of 
Titeflex, Inc. of 
Newark, New Jer- 
sey. From May 
1942 to April 1946 
he served on ac- 
tive duty with the 
U. S. Army as Ex- 
ecutive Officer of 
the Army Exchange Service in the Mediterra- 
nean Theater of Operations. In addition to 
battle stars for the Rome-Arno Campaign and 
the Southern France Invasion, he was awarded 
the Legion of Merit by General McNarney, the 
Commanding General of the Mediterranean 
Theater of Operations. He was also awarded 
the American Theater, European African Mid- 
dle East Theater, Victory, and the Army of 
Occupation Awards. 

Prior to going into the United States Army 
he was comptroller and assistant treasurer of 
the Seaboard Commercial Corporation, New 
York, New York. 

Mr. McGilvray is a graduate of New York 
University, and a member of Theta Sigma Phi 
and Sigma Phi Epsilon Fraternities. He is a 
member of the Controllers Institute of America, 
the National Association of Cost Accountants, 
and the Reserve Officers Association. 

In the nineties, the Hotchkiss Company per- 
fected the first commercially successful machine 
for fastening papers with a flat steel staple and 
later pioneered in the manufacture of a stapler 
using preformed wire staples, the overwhelm- 
ingly predominant type in use today. 





COL. McGILVRAY 





OBITUARY 











B. D. F. BAIRD 


Mr. B. D. F. Baird, 63, a member of 
the Controllers Institute of America since 
1937 and holder of its certificate 963, 
died on September 18 at his residence in 
Philadelphia. Mr. Baird had suffered a 
stroke in April, 1946, and thereafter was 
incapacitated. 

A native of Three Springs, Pennsyl- 
vania, where he was born March 7, 1884, 
Mr. Baird was associated with A C F- 
Brill Motors Company and its predeces- 
sor, The J. G. Brill Company, for 43 
years, and was formerly an assistant treas- 
urer of those companies. He was a gradu- 
ate of the Wharton School of Finance, 
University of Pennsylvania, treasurer of 
the Wildwood Fishing Club, and trus- 
tee of the J. G. Brill Company Em- 
ployees’ Relief Association. 

Mr. Baird is survived by his widow; 
two sons, Kenneth F., of Philadelphia, 
and Charles B., of Woodbury, New 
Jersey; and one daughter, Mrs. George E. 
Kellif, of Rahway, New York. 
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How Nationals Spot howe makes 
Thousands of business organizations have profited from National's 


# $ aa rap ive 
three-point service in the mechanization of office work. Through 
UsUNedds. its use they have made substantial reductions in costs, secured 
more complete and more accurate records in less time, and gener- 


ally increased operating efficiency. This service has been equally 
effective with organizations of 50 employees, or of 50,000. 













y CAREFUL ANALYSIS OF each individual business 
* situation by trained National representatives, to 
determine the best possible way of keeping the records and 
handling the transactions under consideration 


z THE RANGE OF National Accounting Machines is so 
e wide that it covers the needs of every type of business 
enterprise. From this range, the National representative 
then selects the correct National Accounting Machine, 
or combination of machines, and supervises the installation. 





ALL NATIONAL ACCOUNTING 

e MACHINES require the minimum 
of service— but they do require that 
minimum. They should have this serv- 
ice from factory-trained experts, using 
factory-made parts — obtainable only 
from National’s own service depots. 











* * * 





Under the National Cash Register 
Maintenance Plan, the Company inspects 
your equipment at regular intervals for a 
fixed annual fee. We urge you to use this 
plan. All needed adjustments are made, 
and any necessary factory-made parts fur- 
nished. Lubrication is expertly checked 
and renewed with the proper grades and 
types. New ribbons are put on as required. 















When was your National Accounting Machine 
last serviced? Call your local National represen- 
tative, and have him send you an NCR factory- 
trained expert from the nearest of our more than 
400 Sales and Service Offices. The National Cash 
Register Company, Dayton 9, Ohio. 






4 
MORE THAN 400 
SERVICE POINTS 





CASH REGISTERS * ADDING MACHINES 
THE NATIONAL CASH REGISTER COMPANY ACCOUNTING MACHINES 
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Personal Notes About Controllers 








Mr. E. G. Michaels, of Vick Chemical 
Company, Greensboro, North Carolina, and 
a member of the Advisory Council of the 
Controllers Institute of America, is the au- 
thor of a chapter on, “The Warning Inter- 
view,’ in the section on personnel inter- 
viewing and counseling techniques, of the 
recently-issued ‘The Management Leader’s 
Manual,” published by the American Man- 
agement Association. 


Mr. L. W. Jaeger, assistant treasurer of the 
Controllers Institute of America, is now serv- 
ing as secretary-treasurer of Avon Allied Prod- 
ucts, Inc., New York. 


Mr. Walter Young has been named comp- 
troller of Redmond Company, Inc., Owosso, 
Michigan. A native of Pittsburgh, Pennsyl- 
vania, where he served as resident manager 
for five of the seven years he spent with Harry 
B. Culley and Company, accountants and audi- 
tors, Mr. Young is a certified public accountant 
in the states of Pennsylvania and New York. 
After a connection with S. D. Leidesdorf and 
Company, New York, he became vice-president 
and treasurer of RCA Victor Distributing 
Corporation of Chicago. 


Mr. E. F. C. Parker, holder of certificate 
94 of the Controllers Institute of America, is 
now president and general manager of Hirsch 
& Kaye, Incorporated, of San Francisco, Cali- 
fornia. Mr. Parker was previously associated 
with Atlas Imperial Diesel Engine Co., of 
Oakland, California. 


Appointment of Mr. Austin Clark as treas- 
urer and controller of the Carborundum Com- 
pany was announced recently. Mr. Clark has 
been controller and acting treasurer of the 
Blaw-Knox Company’s special ordnance divi- 
sion at York, Pa. He succeeds N. W. Pear- 
son, acting controller, who will remain with 
the company several months as a consultant. 


Mr. George N. Lilygren has been appointed 
comptroller of Carrier Corporation, Syracuse, 
New York. 


Mr. Courtney Johnson has been promoted to 
the post of assistant to the president of the 
Studebaker Corporation, South Bend, Indiana. 
In addition to the duties he assumes as a re- 
sult of the election of Mr. E. E. Richards to 
the office of treasurer, Mr. Johnson will con- 
tinue as assistant to the chairman of the board 
of the company. Mr. Johnson addressed the 
thirteenth Annual Meeting of The Institute in 
Chicago, in October, 1944, on the subject of 
“Pre-Termination of War Contracts.” 


Mr. Theodore Herz, a member of the Con- 
trollers Institute of America, who has been as- 
sociated with the Corporation Audits Division 
of the General Accounting Office, Washing- 
ton, D. C., presented an address on “Audit 
Reports” before the recent annual meeting of 
the Missouri Society of Certified Public Ac- 
countants. 


Mr. Richard Tinnerholm and Mr. Joseph 
Pati have been appointed assistant controllers 
of L. Bamberger & Co., Newark, New Jersey. 
Mr. William S. Darrow has been named man- 
ager of the methods and systems departments 
and Mr. Edward Sharlin, manager of general 
accounting. 


Mr. Keith Powlison, vice president and 
controller of Armstrong Cork Company, Lan- 


caster, Pennsylvania, and a member of the 
Controllers Institute of America, contributed 
an article, ‘How We Can Help Workers Grasp 
the Truth About Profits,” to a recent issue of 
“Sales Management.” Mr. Powlison, who was 
represented, likewise, in the March issue of 
THE CONTROLLER with an article on ‘Explain- 
ing the Facts to Employees,” was chairman of 
the session on corporate annual reports at The 
Controllers Institute’s recent Midwestern Con- 
ference of Controllers, in Pittsburgh. 


Mr. Gordon B. Rockafellow has accepted 
the position of controller of G. D. Searle & 
Co., of Skokie, Illinois. Mr. Rockafellow, who 
is secretary of the Chicago Control of The 
Institute, and who served as chairman of the 
Arrangements Committee for the Sixteenth An- 
nual Meeting of The Institute, in Chicago last 
month, was formerly controller of Great Lakes 
Carbon Corporation, Chicago. 


Mr. E. B. Nutt, of Standard Oil Company 
(New Jersey), and a past president of the 
New York City Control of The Institute, was 
married on September 20 to Mrs. Dorothy 
Turner Lampton, daughter of Mrs. Orville 
Hickman B. Turner, of Raton, New Mexico, 
and the late Mr. Turner, by the Reverend 
Richard W. Nutt, pastor of Grace Methodist 
Church, of Waterbury, Connecticut, who is the 
son of the bridegroom and the late Mrs. Sarah 
Ann Nutt. The bride was the widow of Dr. 
Jesse B. Lampton, of Sapulpa, Oklahoma. A 
reception was held at Sherry’s, New York, for 
the families and a few intimate friends. Mr. 
and Mrs. Nutt will live in Pelham Manor, 
New York. 


Mr. A. Robert Seass is now comptroller 
of Hamilton Manufacturing Company, Two 
Rivers, Wisconsin. Previously Mr. Seass, a 
member of the Controllers Institute of Amer- 
ica, served as controller of Milled Screw Prod- 
ucts Co., of Chicago. 


Mr. A. L. Fowler, president of the Philadel- 
phia Control of The Institute, and a director 
of Day & Zimmermann, Inc., was recently 
elected national president of Delta Sigma Pi, 
the national commerce fraternity, at its bi- 
ennial meeting in Minneapolis. 


Mr. Charles W. Tucker is now comptroller 
of the Lincoln Division, Lehn & Fink Products 
Corporation, Lincoln, Illinois. Previously Mr. 
Tucker, a member of the Controllers Institute, 
was located in the New York office of the 
corporation. During the past year, Mr. Tucker 
served as a director of the New York City 
Control of The Institute. 


Mr. E. J. McGuire, formerly associated with 
Illinois Watch Case Co., of Elgin, Illinois, as 
controller, is now assistant controller of Miehle 
Printing Press and Manufacturing Co., Chi- 
cago. Mr. McGuire is a member of the Con- 
trollers Institute of America. 


Mr. Victor J. Stolfi has been promoted to 
the post of assistant general controller of The 
Borden Company, New York. Mr. Stolfi was 
elected to membership in The Controllers Insti- 
tute in August, 1943. 


Mr. Harold Fearon is now president of 
Georgia Insurance Service, Inc. Atlanta, 
Georgia. Mr. Fearon, a member of the Con- 
trollers Institute, was previously connected with 
American International Underwriters for the 
Philippines, Inc., Manila, P. I. 


Mr. Willis B. Oram has accepted a position 
with Thermoid Rubber Company, of Trenton, 
New Jersey. A member of The Institute, he 
was previously secretary and comptroller of 
Darling Valve & Manufacturing Co., of Wil- 
liamsport, Pennsylvania. 


Mr. W. H. Sigerson, a member of The In- 
stitute, is now serving as a member of the In- 
vestigative Staff, of the Committee on Appro- 
priations, House of Representatives, Washing- 
ton, +: -C. 


Mr. Ollie W. George, a member of the 
Controllers Institute who was connected with 
Cornbleet Brothers, Henderson, Kentucky, as 
controller, is now associated with Green River 
Boat Company, of Henderson. 


Mr. Raymond G. Marx, holder of certificate 
1129 of the Controllers Institute, and director 
of district two of the National Association 
of Bank Auditors and Comptrollers, was mod- 
erator of a panel discussion, on October 23, 
at the twenty-third annual convention of the 
NAPRC, in Baltimore. Mr. Marx is tomp- 
troller of the Riggs National Bank, of Wash- 
ington, D. C. 


Mr. Arthur R. Burbett, comptroller of the 
First National Bank of Baltimore, has com- 
pleted a one-year term as president of the 
National Association of Bank Auditors and 
Comptrollers. Mr. Burbett holds The Institute's 
certificate 1174. 


Mr. Brooke E. Furr, treasurer of McCor- 
mick & Company, Baltimore, delivered an ad- 
dress on “Multiple Management” at the recent 
annual convention of the National Association 
of Bank Auditors and Comptrollers. Mr. Furr 
is a member of the Controllers Institute of 
America. 


Mr. Rudolph Ostengaard, formerly assistant 
comptroller of California Bank, Los Angeles, 
was recently appointed assistant cashier and 
assigned to the Banks and Bankers Department. 
Formerly comptroller of the Live Stock Na- 
tional Bank, Chicago, Mr. Ostengaard joined 
the California Bank staff over two years ago. 
He is active in the National Association of 
Bank Auditors and Comptrollers, serving as 
president of the Chicago conference in 1942, 
and is a member of the Los Angeles Control, 
Controllers Institute of America. 


Mr. Charles W. Cady has joined L. G. S. 
Spring Clutch Corp., of Indianapolis. A mem- 
ber of The Institute, he had been serving as 
controller of the propeller division, Curtiss- 
Wright Corporation, Indianapolis, Indiana. 


Mr. Samuel Tronsky, a member of The 
Institute, has transferred his activities from 
Chicago to Fresno, California, where he is 
connected with The Reliable. Previously Mt. 
Tronsky was controller of Evans Fur Company, 
Chicago, and controller of Goldblatt Brothers, 
Chicago. 


Mr. John S. Learoyd, a member of The In- 
stitute, and previously controller of Sylvania 
Electric Products, Inc., of Salem, Massachu- 
setts, has transferred his activities to the New 
York City office of the company, where he 
holds the position of secretary and assistant 
treasurer. 


Mr. J. Olin Murray, public accountant both 
in this country and abroad for the last 23 years, 
has been named controller for Triangle Publi- 
cations, of Philadelphia, Mr. Walter H. An- 
nenberg, president, announced recently. 


YtIM 
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department, too. Whether your bottleneck is accounts receivable, 


accounts payable, payrolls, or any other important administrative 


operation and save you time and money. 


Here are a few reasons why. They’re fast! Automatic balances, 
computed and printed, interchangeable registers, complete electrifica- 
tion and simplicity of operation mean quick results with lower admin- 
istrative costs. These bookkeeping machines prepare two, three or 


more related forms in one operation. For smaller companies, one 





machine can produce accounts receivable, and in a moment or two 


Remington Rand Inc. 
Adding-Bookkeeping-Calculating Machines Div 
Dept CR, 315 Fourth Ave, New York 10, N Y 


be changed to accounts payable, payrolls, or any other record. 


Ask your local Remington Rand representative to show you how 
Yes! J'd like to know how Remington Rand Book- 
ve keeping Machines increase accounting efficiency. 


i) 
. these machines will materially increase your accounting efficiency. 
ania | Send me “Toast of the Business World” 


Or write for free booklet “Toast of the Business World’. 
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INSTITUTE ACTIVITIES 








Bridgeport Control Observes Its Tenth 
Anniversary with Progress Report 


Twenty-four members and guests of 
the Bridgeport Control met at the Uni- 
versity Club, in Bridgeport, on October 
1, to observe the tenth anniversary of 
the Control. The first president of the 
Bridgeport Control, Louis M. Nichols, 
comptroller of General Electric Supply 





TO CONTROLLERS 


Corporation, Bridgeport, presented a 
factual history of the Control’s ten years 
of existence, commenting on the prog- 
ress made during the terms of office of 
each of the past presidents. 

The Control, whose charter was is- 
sued on June 30, 1937, was first known 





to subscribe now to the 1947-1948 


Montgomery Tax Annuals 
. .. for all essential information on this year’s tax questions 
. . » for reduction of your tax problems to their simplest terms 


MONTGOMERY’S TAX ANNUALS show— 


what to do—when to do it—how to do it 





today... 



































Monigemerys Federal Taxes — 
CORPORATIONS & PARTNERSHIPS 


This annual tax publication gives a clear picture of the law as it stands 
what has changed and what has not. Everything is in one 
place for immediate application as an aid to your professional skill and 
foresight in setting advantageous tax policies; planning of transactions, 
with anticipation of difficulties, to arrive at the most economical and 
sound handling of tax operations. Shows what to watch for and what to 
do, with supporting authority for every decision you make. (2 vols.) $20. 


Meoutgomerys Federal Taxes — 
ESTATES, TRUSTS & GIFTS 


Brings you up to date, as in previous issues, on the applica- 
tion of the estate tax, gift tax and features of income tax 
peculiar to decedents, estates and trusts. A constant aid in 
practical estate planning to ease the tax burden by reducing 
both the estate and income taxes. $10. 






The Ronald Press Company 


15 Eost 26th Street 






Company 














Your name 


Address ... 


New York 10, N.Y. 


Please enter my subscription now to Montgomery’s 
Federal Taxes—Corporations and Partnerships, | 
CPD Er gre je. | fy Raed aig SUS oer ire ane Saag = 
Federal Taxes—Fstates, Trusts and Gifts, 1947-48 10 | 


as the Connecticut Control. Although 
there was a nucleus of controllers ip 
Connecticut large enough to warrant 
the formation of a new Control, the 
early days of the organization were be. 
set with certain difficulties arising from 
the fact that many of the largest indus. 
trial plants in Connecticut were branch 
factories of national corporations. This 
limited the number of chief accounting 
officers qualified to become members of 
The Institute but, nevertheless, an ini- 
tial group of sixteen old and new mem. 
bers was made available for the organ- 
ization of the new Control. 

In the ten-year period, while The In. 
stitute has grown, nationally, from ap. 
proximately one-thousand to three. 
thousand members—a_ three-fold in. 
crease—the Connecticut membership, 
organized in two separate Controls 
which are headquartered at Bridgeport 
and Hartford respectively, has grown 
from sixteen to eighty-nine members— 
or nearly six times as many as it had 
at the start. Mr. Nichols pointed out 
that due to the increased number of 
available members and the difficulties 
of travel in the winter, it was decided 
that it would be advantageous to split 
the original Connecticut Control into 
two Controls, Bridgeport and Hartford, 
which was done on June 29, 1941, and 
both Controls have flourished since then. 

The Bridgeport Control numbers 
forty members, it was reported at the 
October 1 meeting, and the Hartford 
Control has forty-nine members in its 
ranks, New Haven, which has a liberal 
representation in the Bridgeport Con- 
trol, is also the locale for some of the 
Control’s meetings. 

Mr. Nichols served as president of 
the Connecticut Control for three years 
beginning in 1937, and during 1940- 
1941 the post was held by Charles F. 
Pendlebury, of Veeder-Root, Inc., Hart- 
ford, Connecticut. Mr. Pendlebury is 
now a member of the National Board 
of Directors of The Institute, and Mr. 
Nichols is a member of The Institute's 
Advisory Council. 

On September 29, 1941, the Bridge- 
port Control became active under that 
name. Since then the following men 
have been president of the Bridgeport 
Control: 


1941-1942—Harry F. opp, Dictaphone 
Corporation, Bridgeport. 

1942-1943—Joseph T. Foerth, The 
Bassick Company, Bridgeport. 

1943-1944—R. E. White, The Torring- 
ton Company, Torrington, Connecticut. 

1944-1945—Arlo Wilson, The Society 
of Naval Architects and Marine Engineers, 
New York. 

1945-1946—George H. Maslen, Ameri- 
can Chain & Cable Company, Inc., Bridge- 
port. 
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“EYE - EASE” 
paper, of course. 
With its soft brown 
and green ruling, it’s 
so easy on the eyes. 
Exclusively 
NATIONAL! 


qm PLovees 
PuLt MAME 


The well-planned variety of NATIONAL Pay-Roll, 
Social-Security, Withholding-tax, Time and Summary 
Sheets . .. loose leaf and visible .. . helps to take the 
headaches out of paydays .. . enables you to choose 
just the right form for every pay-roll requirement. 

Expertly designed . . . well ruled and printed... 
accurately trimmed and punched... they are a most 
welcome part of the well-rounded NATIONAL line 
of loose-leaf sheets and forms for every accounting 
need. 

Also bound books... for Pay-Roll, Time and Social- 
Security records. 


Ask your stationer to show you the various 
NATIONAL items for making pay-roll handling 
easier. 
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1946-1947—E. A. Wall, Winchester 
Repeating Arms Company, New Haven, 
Connecticut. 


1947-1948—Samuel Booth, The Bryant 
Electric Company, Bridgeport. 


Various members of the Bridgeport 
Control have been prominent as speak- 
ers, discussion leaders, or chairmen of 
sessions at national and regional meet- 
ings during bygone years, and as mem- 
bers of national committees. Mr. Nichols 
served, at the recent Sixteenth Annual 
Meeting of The Institute, as Chairman 
of the Radio and Electric Industry Con- 
ference. 

Mr. Jopp, during the past year, was 
a member of the Institute’s Planning 
Committee and also a member of the 
Committee on Nomination of Directors. 
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Mr. Robert Brown, of the Berger 
Brothers Company, New Haven, Con- 
necticut, served during 1946-1947 as a 
member of The Institute’s National 
Committee on Education. 

Among the guests present at the Oc- 
tober 1 meeting were A. L. Boschen, of 
Vick Chemical Company, New York, 
who is president of the New York City 
Control; John D. Grayson, of Hazeltine 
Corporation, New York, who is vice 
president of the New York City Con- 
trol; and Harvey M. Kelley, assistant 
secretary who represented national 
headquarters of The Institute. 

The speaker of the evening was F. L. 
Thomsen, of the Industrial Commodity 
Corporation, whose subject was “A Re- 
formed Bureaucrat Looks at Business in 
1948.” 
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Southern Controllers 
Conference Planned 
for January, 1948 


The New Orleans Control, which will 
act as host at the Southern Conference of 
Controls on January 23-24, 1948, to be 
held in New Orleans at the Roosevelt 
Hotel, has appointed the following com. 
mittees: Program and Speakers, Chair- 
man, Mr. James A. Ryan, of Wesson Oil 
& Snowdrift Company, Inc.; Mr. F. P. 
Ganucheau, of National American Bank 
of New Orleans; and Mr. Jackson P. 
Ward, of Louisiana Coca Cola Bottling 
Company. Finance and Arrangements, 
Chairman, Mr. W. P. Stich, of The Leon 
Godchaux Clothing Company, Ltd.; Mr. 
Jos Samuel, of the New Orleans Roose- 
velt Corporation; and Mr. T. A. Hamby, 
of American Creosote Works, Inc. Pub- 
licity, Chairman, Mr. George J. Springer, 
of Katz & Besthoff, Ltd., New Orleans; 
Mr. Harry K. Oliphint, of Paramount- 
Richards Theatres, Inc., New Orleans. 
Speakers Hospitality, Chairman, Mt. Ed- 
ward J. Armbruster, of New Orleans 
Public Service, Inc.; Mr. Ben C. Moise, 
of Maison Blanche Company; and Mr. 
Earle N. Martin, Sr., of Godchaux Su- 
gars, Inc. Registration and Reception, 
Chairman, Mr. A. E. Elliott, of Louisiana 
Power & Light Company; Mr. Gerald L. 
Andrus, of New Orleans Public Service, 
Inc.; and Mr. Joseph H. Pasquier, of 
Jackson Brewing Company. 

The conference, for which initial plans 
were made at the joint meeting of the 
Houston-Dallas Controls in January of 
this year, has now been expanded to in- 
clude, besides the three Controls men- 
tioned above, the Atlanta, Birmingham 
and Chattanooga Controls. 





Position Open 








| | 
| Plant Controller C 


For nationally known manufac- 
turer of heavy machinery. Should be 
30 to 36 years of age with several 
years’ experience in both industrial 
and public accounting. Would also 
consider a cost-conscious public ac- 
countant with systems experience. | 
Salary commensurate with experi- 
ence and ability. Give full details in 
first letter. Address: Box 747, “The 
Controller,” One East Forty-Second 
Street, New York 17, New York. | 











* * * 

A Twentieth Century Fund survey te- 
ports that our bituminous coal reserves are 
adequate for over a thousand years and 
our anthracite reserves for over 175 yeas. 
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THERE’S BUSINESS THERE’S 


In clean, flowing lines and two-tone 
harmony, Burroughs style engineers 
have interpreted the inner perfection 
of the new Burroughs Electric Duplex 
Calculator ... its ease of operation 
and sureness of figure control. 


Here is an instrument to lift the pride 
and quicken the spirit of the modern 
business girl . .. make deft hands more 
deft. Here, too, is the promise of other 
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Burroughs 





THERE’S A Vu Bevidy ON THE OFFICE FORCE 


Burroughs developments now in the 
making . .. of improvements and 
refinements that reflect the stepped-up 
tempo of Burroughs research in elec- 
tronics, metallurgy, chemistry and 
styling. 

Great things are going on at Burroughs 
. . . as this new Burroughs Calculator 
bears evidence. Burroughs Adding 
Machine Company, Detroit 32, Mich. 
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MEETINGS OF CONTROLS 








BALTIMORE 
Topic: GRAPHIC PRESENTATION 
Mr. Sidney Lieberman, certified public 
accountant, New York, who is president of 
Chart-Facts, New York, presented methods 
of furnishing facts and figures of company 
operations by means of graphs to the mem- 
bers of the Baltimore Control, at their reg- 
ular monthly meeting on October 8, which 
took place at the Lord Baltimore Hotel. 


BIRMINGHAM 
ROUND TABLE DISCUSSION 
The members of the Birmingham Control 
held a round table discussion on matters of 
interest to the group at their regular monthly 
meeting on October 2, in the Tutwiler Hotel. 








Complements 


Waren you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 


NO INSURANCE SOLD 























BRIDGEPORT 


Topic: BUSINESS IN 1948, 


Dr. Frederick L. Thomsen, director of mar- 
keting and prices for the Industrial Com- 
modity Corporation of New York, spoke at 
the October 1 meeting of the Bridgeport Con- 
trol, on “A Reformed Bureaucrat Looks at 
Business in 1948." The meeting, which took 
place at the University Club, also featured ob- 
servance of the Control’s tenth anniversary, 
with its first president, Mr. L. M. Nichols, in 
charge of that portion of the program. Mr. Har- 
vey M. Kelley, assistant secretary, represented 
National Headquarters. 


BUFFALO 
Topic: TAFT-HARTLEY LAW 
“Does the Taft-Hartley Law Offer a So- 
lution to the Labor Problem?’’ was the title 
of a talk presented by Dr. Louis L. Jaffe, 
assistant dean of the University of Buffalo 
School of Law, at the regular monthly meet- 
ing of the Buffalo Control, on October 7. 
The Meeting was held at the Park Lane 
Hotel. 


CHICAGO 
Topic: EUROPEAN CONDITIONS 


Mr. Newton H. Bell, a free lance adventurer 
and a veteran lecturer, presented an account of 
the political and economic situation in Europe, 
to the members of the Chicago Control on the 
occasion of its regular monthly meeting on 
September 24. The Chicago Athletic Associa- 
tion was the scene of the meeting. Mr. Paul 
Haase, assistant secretary of The Institute, 
represented national headquarters at the meet- 


ing. 


CINCINNATI 
Topic: MERCHANDISING 
Mr. R. E. Dunville, vice president and 
general manager of Crosley Broadcasting 
Corporation, spoke on “A Broadcaster’s Ap- 
proach to Merchandising” at the regular 
monthly meeting of the Cincinnati Control 
on October 14. The program was climaxed 
by a trip through the studios of WLW, per- 
sonally conducted by Mr. Dunville. 


DALLAS 
Topic: WAGE AND SALARY ADMIN- 
ISTRATION 


Mr. D. Y. Robb, division head, personnel de- 
partment of the Dallas Power and Light Com- 
pany, discussed ““Wage and Salary Administra- 
tion” at the September 23 meeting of the Dallas 
Control, which took place at the Dallas Coun- 
try Club. 


DAYTON 
Topic: CITY FINANCES 
The regular monthly meeting of the Dayton 
Control was held on October 9 at the Van Cleve 
Hotel. Mr. Earl Hagerman, finance director of 
the city of Dayton spoke on the subject, ‘“Con- 
trolling City Finances.” Mr. Paul Haase, assis- 
tant secretary of The Institute and managing 
editor of THE CONTROLLER, was also present 
at the meeting and gave a report on “Institute 

Activities.” 


DETROIT 
Topic: PENSION AND PROFIT-SHAR- 
ING PLANS 
A panel discussion on ‘Pension and Profit- 
Sharing Plans—Report of Panel Study and 


Discussion” was featured at the regular 
monthly meeting of the Detroit Control, held 
September 30, at the Hotel Statler. 


HARTFORD 
Topic: COST CONSCIOUSNESS 


The Elm Tree Inn, Farmington, Connecticut, 
was the scene of the October 2 regular monthly 
meeting of the Hartford Control. Mr. Roy 
Mason, office manager, of the Fuller Brush 
Co., Hartford, discussed the various aspects of 
‘Making the Worker Cost Conscious.” 


HOUSTON 
Topic: SALARY JOB EVALUATION 


The first dinner meeting of the Houston 
Control] for the current year was held at the 
Houston Club, on September 23. Mr. R. J. 
Cooper, of the Texas Pipeline Co., gave, in a 
talk, his own plan on “Salary Job Evaluation.” 

On October 28, the meeting of the Houston 
Control will be given over to the discussion of 
“The Patman Act—Possible Violations of Anti- 
Trust Laws,” by Mr. B. J. Mackin, of Baker, 
Botts, Andrews and Walne. 


INDIANAPOLIS 
Topic: “A POINT OF VIEW” 
“A Point of View” was the name of a talk 
delivered by Mr. W. Rowland Allen, per- 
sonnel director of L. S. Ayres & Co., at the 
regular monthly meeting of the Indianapolis 
Control, on September 25, which took place 
at the Delaware Country Club, Muncie, - In- 
diana. An afternoon of golf was, likewise, on 
the program. 


LOS ANGELES 
Topic: TAFT-HARTLEY LAW 


In the Colonial Room of the Ambassador 
Hotel, the Los Angeles Control met on Septem- 
ber 18 to hold their first meeting of the 1947-48 
year. Mr. Charles McKaend, of the Merchants 
and Manufacturers Association, presented his 
views on the Taft-Hartley Law on the occasion. 


LOUISVILLE 
Topic: COMMUNITY PROPERTY LAWS 


“Community Property Tax Laws’’ was the 
topic of a talk delivered by Mr. George T. 
Holmes at the regular monthly meeting of the 
Louisville Control on September 24, which took 
place at the Kentucky Hotel. Mr. Holmes is ex- 
ecutive secretary of the Kentucky Tax Research 
Association. 


MILWAUKEE 
Topic: ANNUAL REPORTS 
Mr. Elmer G. Walzer, financial editor of 
the United Press Association, of New York, 
was guest speaker of the Milwaukee Control 
at its regular monthly meeting and dinner on 
October 14, which took place at the Schroeder 
Hotel. Mr. Walzer spoke on “What Annual 
Reports to Stockholders Should Contain.” 


NEW YORK CITY 
Topic: BUDGETARY CONTROL 
Dr. C. L. Burrill, head of the budget de- 
partment of Standard Oil Company (New Jer- 
sey), presented ‘Some Observations on Budg- 
etary Control’’ to the members of the New 
York City Control, on the occasion of theif 
regular monthly meeting and dinner, which 
took place at the Hotel New Yorker, on Oc- 
tober 9. 
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Safe-Files would 


“We don’t expect to have a fire—no one does,” says 
Mr. Starsky. “But we think of Safe-Files as a kind 
of insurance—insurance that in case of fire we will 
be able to resume business promptly.” 


The Home Packing Co. uses the battery of 
Safe-Files shown above for wage and salary rec- 
ords, Income Tax records, accounts payable, 
check vouchers, cancelled checks, subsidy rec- 
ords and important correspondence. Accounts 


















Fire protection at point-of-use 
is combined with utmost con- 
venience and ease of operation 
in the Remington Rand Safe- 
File. It looks like a file, is used 
like a file—but beneath the at- 
tractive exterior is a one-piece 
monolith of highly resistive in- 
sulating material, certified to 
protect paper contents for one 
hour, against severe fire reach- 
ing 1700 degrees Fahrenheit. 
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save our vital records’ 


says Milton Starsky, President, Home Packing Co., Toledo, Ohio 






receivable are kept in a portable Safe-Ledger 
Tray. 


These records are vital to continued oper- 
ation of the business—to collect receivables— 
secure maximum fire insurance adjustment 
—preserve records required by law. Such 
records deserve the certified protection of 
Remington Rand insulated equipment. 


Statistics show that more than half of fires 
affecting offices occur during the day. Point- 
of-use equipment protects your records both 
day and night. For a full description of the 
most modern developments in Safe-Files, 
Safe-Ledger Trays and Safe-Desks, write for 
our free 88-page catalog —SC 595. Systems 
Division, 315 Fourth Avenue, New York 10. 


Reminglon Koad 


THE FIRST NAME IN BUSINESS SYSTEMS 








Is your payroll 
a sacred cow? 


Preruars you'll be amazed to 
learn how much it now costs you to 
prepare a payroll. 

Perhaps your firm is spending more 
time and energy “getting out the pay- 
roll” than is really necessary. 


You can change this . . . 


. . . As soon as you realize that your 
payroll does not have to be handled in 
your own office. 

No matter how complicated your prob- 
lem may seem, we can do your payroll 
and related tax work for you on high 
speed alphabetic and numeric tabulat- 
ing machines. 

We will provide you with a complete 
package of payroll work just as you 
want it... payroll registers, labor 
distribution schedules . . . everything 
from unsigned payroll checks to W-2 
forms! 

And, your payroll figures are kept just 
as confidential as a checking account 
at the bank. 

Send for “Payroll Service,” a fasci- 
nating booklet that answers many 
questions concerning this efficient, 
confidential service. 


Tabulation specialists 


Need quick, accurate compilation of 
sales analyses .. . traffic studies... 
price studies . . . retroactive pay-in- 
crease calculations? The Recording 
and Statistical Corporation will com- 
pile your statistical reports of most 
every type! 
Write for literature and quotations to: 


Recording and Statistical 


Corporation 
CHICAGO BOSTON - _ DETROIT 
MONTREAL TORONTO 


102 Maiden Lane, New York 5, N. Y. 


PHILADELPHIA 


Topic: PENNSYLVANIA COMMUNITY 
PROPERTY LAW 


The first meeting of the Philadelphia Con- 
trol for the current fiscal year was devoted to 
a discussion of ‘Some of the Aspects of the 
Community Property Law in Pennsylvania and 
Its General Purposes.” The speaker for this 
meeting, which took place on October 2, at 
the Warwick Hotel, was the Honorable John 
W. Lord, Jr., state senator of Pennsylvania. 


ROCHESTER 
Topic: MARKETING COSTS 


The regular monthly meeting of the Roches- 
ter Control which was held on September 24, 
in the Sheraton Hotel, featured a talk by Mr. 
Joseph J. Myler, a member of the Control and 
secretary-treasurer of Neisner Brothers, Inc., on 
“Are Marketing Costs Too High?” Mr. Myler 
also led a discussion of the subject. 
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PLANT ACCOUNTS 
IN LINE WITH 
PROPERTY FACTS 


Conca appraisal 





service furnishes the 
accountant with sup- 
porting data on book 
recordings of the exist- 
ence, condition, cost 


or value of property. 


The AMERICAN _ 
APPRAISAL 
Company 
Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 
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SEATTLE 
Topic: TAFT-HARTLEY ACT 
The Taft-Hartley Act was the subject of 
discussion by the Seattle Control at its reg. 
ular monthly meeting on September 25. The 
meeting, which was held at the Washington 
Athletic Club, featured Mr. Eli E. Dorsey, 
general and legal counselor, as guest speaker. 


SYRACUSE 
Topic: TAFT-HARTLEY ACT 
The September 16 meeting opened the new 
year for the Syracuse Control. The members 
held a discussion on the Taft-Hartley Law, 
which was led by Mr. Daniel Williams of the 
law firm of Lichtenburg and Williams. The 
Onondaga Hotel was the scene of the meeting, 


TWIN CITIES 
OFFICE VISIT 
For their regular monthly meeting on Oc. 
tober 7, the members of the Twin Cities 
Control visited the administrative offices of 
Cargill, Incorporated, near Wayzata, Minne- 
sota, as guests of the company. 


WESTERN MICHIGAN 
Topic: THE INTERNAL AUDITOR 


“The Relationship of the Internal Auditor to 
the Independent Accountant’ was discussed by 
Mr. C. Samuel McEwan, C. P. A. of the firm of 
McEwan and Kauffman, Certified Public Ac- 
countants, Grand Rapids, at its first regular 
monthly meeting on September 17, which was 
held in the Peninsular Club, Grand Rapids. 





Position Open 











Controller 


Manufacturing company, situated in small 
town near Baltimore, requires the services of a 
young man, preferably single, with a broad 
knowledge of cost and general accounting. Must 
be capable of analyzing and interpreting costs 
and operating results for management. State ex- 
perience, age, education, and salary desired. Re- 
plies will be held in strict confidence. Address: 
Box 749, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Plant Facilities Statement by Accountants’ 
Institute 


A statement discussing the problem of 
“making adequate provision for the te- 
placement of plant facilities in view of 
recent sharp increases in the price level,” 
a subject recognized as of immediate con- 
cern to business, was issued recently by 
the committee on accounting procedure 
of the American Institute of Accountants. 
The statement, which contains recommen- 
dations as to several suggested methods 
of dealing with the problem, reads as fol- 
lows: 

“The American Institute of Account- 
ants committee on accounting procedure 
has given extensive consideration to the 
problem of making adequate provision 
for the replacement of plant facilities in 
view of recent sharp increases in the price 
level. The problem requires consideration 
of charges against current income for de: 
preciation of facilities acquired at lower 
price levels. 

“The committee recognizes that busi- 
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ness management has the responsibility of 
providing for replacement of plant and 
machinery. It also recognizes that, in re- 

rting profits today, the cost of material 
and labor is reflected in terms of ‘inflated’ 
dollars while the cost of productive fa- 
cilities in which capital was invested at a 
lower price level is reflected in terms of 
dollars whose purchasing power was 
much greater. There is no doubt that in 
considering depreciation in connection 
with product costs, prices, and business 

licies, management must take into con- 
sideration the probability that plant and 
machinery will have to be replaced at 
costs much greater than those of the fa- 
cilities now in use. 

“When there are gross discrepancies 
between the cost and current values of 
productive facilities, the committee be- 
lieves that it is entirely proper for man- 
agement to make annual appropriations 
of net income or surplus in contempla- 
tion of replacement of such facilities at 
higher price levels. 

“It has been suggested in some quar- 
ters that the problem be met by increas- 
ing depreciation charges against current 
income. The committee does not believe 
that this is a satisfactory solution at this 
time. It believes that accounting and fi- 
nancial reporting for general use will best 
serve their purposes by adhering to the 
generally accepted concept of deprecia- 
tion on cost, at least until the dollar is 
stabilized at some level. An attempt to 
recognize current prices in providing de- 
preciation, to be consistent, would require 
the serious step of formally recording ap- 
praised current values for all properties, 
and continuous. and consistent deprecia- 
tion charges based on the new values. 
Without such formal steps, there would 
be no objective standard by which to 
judge the propriety of the amounts of 
depreciation charges against current in- 
come, and the significance of recorded 
amounts of profit might be seriously im- 
paired. 

“It would not increase the usefulness 
of reported corporate income figures if 
some companies charged depreciation on 
appraised values while others adhered to 
cost. The committee believes, therefore, 
that consideration of radical changes in 
accepted accounting procedure should not 
be undertaken, at least until a stable price 
level would make it practicable for busi- 
ness as a whole to make the change at the 
same time. 

“The committee disapproves immediate 
write-downs of plant cost by charges 
against current income in amounts be- 
lieved to represent excessive or abnormal 
costs occasioned by current price levels. 
However, the committee calls attention to 
the fact that plants expected to have less 
than normal useful life can properly be 
depreciated on a systematic basis related 
to economic usefulness.” 


The Controller, November, 1947 











Guaranty Trust Company of New York 


140 Broadway 


Fifth Ave. at 44th St. 
LONDON ° 


Madison Ave. at 60th St. 
PARIS ° 


40 Rockefeller Plaza 
BRUSSELS 








Condensed Statement of Condition, September 30, 1947 
RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers 
U. S. Government Obligations 
Loans and Bills Purchased 
Public Securities PU naar 
Stock of the Federal Reserve Bank 
Other Securities and Obligations . 
Credits Granted on Acceptances . 
Accrued Interest and Accounts 

Receivable. . ... . 
Real Estate Bonds and Mortgages 


Bank Premises . .. . 


Other Real Estate 


Total Resources 


LIABILITIES 
- $ 100,000,000.00 


Capital ° . + . . . 
Sarpies Fund ..... « -« « ‘s 
Undivided Profits. . . . . 
Total Capital Funds 
DOOM sce ses 
Treasurer’s Checks Outstanding . 
Total Deposits . 
Acceptances . . «© « «© « 
Less: Own Acceptances Held 
for Investment . ... -» 


-$ 100,481,560.01 


- $ 528,013,046.59 
- 1,407,618,355.96 
789,353,139.34 


9,000,000.00 
11,808,699.35 
6,988,853.59 


9,971,204.00 
1,351,385.46 





139,601,702.41 
° 4,879,381.78 
131,085.40 


- « + $2,869,596,711.48 











200,000,000.00 
59,046,425.38 





. $2,450,011,993.02 


$ 359,046,425.38 
25,089,414.19 





< ¥ 


« + « « « 2,475,101,407.21 
15,725,651.66 
8,736,798.07 





Liability as Endorser on Accept- 
ances and Foreign Bills. . . 
Dividend Payable October 1, 1947 
Items in Transit with Foreign 
Branches (and Net Difference in 
Balances between Various Offices Due 
to Different Statement Date of Foreign 
Branches) Sr eae ea 
Accounts Payable, Reserve for 
Expenses, Taxes, ete. . . 


$ 


6,988,853.59 


232,933.00 
3,000,000.00 


1,934,434.78 
23,292,657.52 





Total Liabilities 


35,448,878.89 
- $2,869,596,711.48 











Securities carried at $80,358,068.53 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public moneys as required by law, and for other purposes. This 
Statement includes the resources and liabilities of the English, French, and Belgian 


Branches as of September 26, 1947. 








J. LUTHER CLEVELAND 
Chairman of the Board 


W. PALEN CONWAY 
Chairman of the Executive Committee 


WILLIAM L. KLEITZ 


President 


DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, 

and President, Duke Power Company 

WILLIAM B. BELL President, American 
yanamid Company 
F. W. CHARSKE Chairman, Executive 
Committee, Union Pacific Railroad Company 

J. LUTHER CLEVELAND Chairman of the Board 
W. PALEN CONWAY Chairman of the 
Executive Committee 

CHARLES P. COOPER Executive Vice-President, 
American Telephone and Telegraph Company 
WINTHROP M. CRANE, JR. President, 
Crane & Co., Inc., Dalton, Mass. 

STUART M. CROCKER President, 
Columbia Gas & Electric Corporation 

JOHN W. DAVIS of Davis Polk Wardwell 
Sunderland & Kiendl 

CHARLES E. DUNLAP President, 
Berwind-White Coal Mining Company 

GANO DUNN President, The J. G. 
White Engineering Corporation 

WALTER S. FRANKLIN Vice-President, 
The Pennsylvania Railroad Company 


LEWIS GAWTRY 
JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 
CORNELIUS F. KELLEY Chairman of the 
Board, Anaconda Copper Mining Company 
MORRIS W. KELLOGG Chairman of the 
Board, The M. W. Kellogg Company 
WILLIAM L. KLEITZ President 
CHARLES S. MUNSON President, Air 
Reduction Company, Inc. 
WILLIAM C. POTTER Retired 
GEORGE E. ROOSEVELT of Roosevelt & Son 
EUGENE W. STETSON Chairman, Executive 
Committee, IHinois Central Railroad Company 
ROBERT T. STEVENS Chairman of the Board, 
r J. P. Stevens & Company, Inc. 
THOMAS J. WATSON President, 
International Business Machines Corporation 
CHARLES E. WILSON President, General 
Slectric Company 
ROBERT W. WOODRUFF Chairman, 
Executive Committee, The Coca-Cola Company 


Member Federal Deposit Insurance Cor poration 
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Seven Technical Committees Being Organized 
by New York City Control 


Establishment of a number of technical 
committees is under way by the New 
York City Control of The Institute, un- 
der the direction of Bernard S. Rodey, 
Jr., of Consolidated Edison Company of 
New York, who is a vice president of 
The Control. The committees suggested, 
and their scope, include the following: 


General Accounting 


Scope: 

To study and review practical application 
of general accounting principles and technics 
so as to have available facts regarding such 
matters for the benefit of Industry and mem- 
bers of the Controllers Institute. 

To study and report on any matters of an 
accounting nature, not within the scope of 
other technical accounting committees. 

To submit findings and recommendations to 
the Board of Directors of the New York City 
Control and to render such periodic or serial 
reports reflecting progress in their work, from 
time to time, as they may deem expedient 
and desirable. 

To furnish expert advice and information 
concerning the subject matter assigned when 
questions are referred to the New York City 
Control for response. 


Budgetary Control 


Scope: 

To study and suggest improved methods for 
the preparation and administration of a budget 
company’s activities and act as a control over 
system which will serve as a forecast of ex- 
penditures. 

To study the technic of short term and long 
term forecasting and report from time to 
time concerning the most improved methods 
of business estimating and forecasting. 

To submit such findings to the Board of 
Directors of New York City Control. 

To furnish expert advice and information 
concerning the subject matter assigned when 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 





ATLANTA 
CHICAGO 
DETROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 








questions are referred to the New York City 
Control for response. 


Cost Accounting and Analysis 


Scope: 

To study, review and report on improved 
methods of determining the cost of goods sold 
and/or the cost of operations. 

To study and report concerning the better 
methods of allocating Overheads or Indirect 
Costs. 

To study and report concerning the better 
methods of allocating costs departmentally 
and to individual products, thereby enabling 
or assisting management to more intelligently 
price goods to be sold. 

To report to the Board of Directors of 
New York City Control, either periodically or 
serially as they may deem necessary or desir- 
able. 

To furnish expert advice and information 
concerning the subject matter assigned when 
questions are referred to the New York City 
Control for response. 


Office Management and Employee Re- 
lations 


Scope: 

To study, analyze, and report on matters per- 
taining to the practical administration and or- 
ganization of office routines and procedures. 

To study and report concerning proven meth- 
ods of employee rating and promotion and of 
maintaining employee records. (This may be 
assigned to a special sub-committee later, if 
found to be desirable.) 

To study and submit findings to the Board 
of Directors of the New York City Control 
and such periodic or serial reports reflecting 
up to date office management matters as may 
deem necessary or desirable. 

To furnish expert advice and information 
concerning the subject matter assigned when 
questions are referred to the New York City 
Control for response. 


State and Local Taxes 


Scope: 
To study, analyze, compare and report on 
matters pertaining to all local and state taxes. 
To particularly study the equities concern- 
ing the various imposts and methods con- 
cerned with administration thereof with a 
view to having available data and information 














527 Fifth Avenue 


An Experienced Group of Consultants 


Pension Plans e Profit Sharing Plans 
Employe Benefit Plans 


of all types 


Self-Administered, Trusteed or Insured 


Cc. P. DAWSON CO. 


MUrray Hill 3-1460 





New York 17 | 

















of value to members of the Control and their © 
companies. 

To advise and report to the Board of Dj. 
rectors of the Controllers Institute concerning | 
the status of tax imposts and levies with an 
idea toward their improvement or for the 
purpose of general education, as in their minds ~ 
may be necessary and desirable. 

To furnish expert advice and information” 
concerning the subject matter assigned when 
questions are referred to the New York City 
Control for response. 


Purchasing and Stores (Inventory) 


Scope: j 
To study and report about the most up-to. 
date practices of handling and recording in- 
ventories and to submit worthy illustrations of 
practice for the benefit of the Industry and 
their Controllers from time to time. 

To study various technics in the pricing, 
accounting and controlling of Inventories and 
report from time to time concerning outstand- 
ing or desirable practices of general interest. 

To study purchasing control and _ technics, 
and advise and recommend the better practices 
concerned therewith. 

To render such periodic and serial reports to 
the Board of Directors of the New York City 
Control as in their judgment may be desirable, 

To furnish. expert advice and information 
concerning the subject matter assigned when 
questions are referred to the New York City 
Control for response. 


Plant Records and Depreciation 


Scope: 

To study, review, and advise concerning the 
better practices of recording ‘‘Fixed Property 
Inventories” or ‘Plant and Property,” together 
with accounting for the cost thereof. 

To study and advise concerning perpetual 
or continuing fixed property inventories. 

To study and advise concerning the lines 
of demarcation between charges to Capital Ac- 
counts vs. charges to maintenance; and as be- 
tween those accounts and Depreciation Reserve 
Accounts. 

To study, report and advise concerning 
methods of accruing for and of determining” 
the amount of property depreciation. ) 

To report periodically or serially to the 
Board of Directors of the New York City 
Control concerning property records and ac 


» counting therefor as they may deem desirable. 


To furnish expert advice and information” 
concerning the subject matter assigned when | 
questions are referred to the New York City” 
Control for response. 


ok * * 


According to a Twentieth Century 
Fund survey, the American people spent) 
almost $4 billion for medical services iff 
1940. 


\\HYME Tunseio Syslog 
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A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 
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Now Serving You? GORDEN N. SELBY, Executive Directot = 
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